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Yis a meeting place,? a recreation center, a gym,*
a playground, a celebration, an entertainment
complex, a home away from home, a ciéssroom,“
a place to dream, a sho»wpl‘a'ce, a fashion show.

IT'S THE HEART OF A COMMUNITY.®

b

. “ . ¢
‘At The Macerich Company, we view our business as more than shopping malls.
We treat our malls as “town centers”— thé focal point of community life ina region.
We offer social, educational and recreational environments tbhat affect people of all
ages, and touch their lives in meaningful ways,

Macerich is one of the premier real estate investment trusts (REITSs) in the United
States. For nearly 27 years, we have carved out a unique niche in the regional mall
industry by generally acquiring dominant regional malls and subsequently transforming
those properties through redevelopment, leasing, management and marketing into
even more dominant malls. Qur portfolio of malls is one of the most productive in
the countfy with occupancy levéls of 92.4% at December 31, 2001 and tenant sales
of $350 per square foot for 2001. We are in the business of creating mall environments
where retailers—and customers— can thrive. ‘

The Macerich Company helps retailers establish themselves in growing markets ’
across the country. Since going public in March 1994, our Company has more than
quadrupled the size of its portfolio. Currently, The Macerich Company owns or has
ownership interests in 46 regional shopping centers and four community shopping

centers, totaling approximately 41 million square feet of gross leasable area (GLA).

Mttt e e e



In this_soft eéo}n-onﬁ‘ic ciima-te, we aré pleased to
announce Macerich remains ‘a stellar performer. |
In 4'2001, we deli'\‘/e‘red_ a‘totalrstockholder return of
over 50%. Our uniqUé 27-year Strategy of focusing
on acqufisition and redeveloprﬁent continues to péy
off, and our performa‘nce‘intZOOI was a validation
of our real éssets as a-company: namely, quality
locations, predictable revenue stféams from quality
credit tenants, dominant fraﬁéhiSe locations,

and strong relationships with our retailers and

financial partners.
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There has been consistent FFO per share growth with
an annual compounded growth rate of 10% since the
Company's 1994 1RO,

We remained resilient to recession.

Throughout our portfolio, occupancy remains extremely stable.
The majority of our leases are long term (primarily 10 years)
with national credit tenants, and in-place rents on our expiring leases
are generally significantly below the market rates. Our ability

to maintain a high occupancy level is a by-product of the quality
of our tenants and of our portfolio overall.

The quality of our portfolio was underscored by a number of
developments involving anchor stores during the third and fourth
quarters of 2001. In the metro Los Angeles area, for example,
Robinsons-May executed a lease for a 30,000-square-foot expansion
of its store at Stonewood Center and completed a comprehensive
renovation of its location at nearby Lakewood Center, while
Nordstrom completed major renovations of its store at Los Cerritos
Center. Elsewhere, from Queens Center in New York to Redmond
Town Center in Washington State, we continue to invest in
redevelopment projects designed to improve our malls.

Not only did we sign 548 leases in 2001, we significantly increased
average rent per square foot throughout our properties. Initial rents
on new leases for mall stores were $33.33 per square foot, 23% higher

than the expiring rents.

The Company has increased its dividend each
year since becoming a public company.

We strengthened our balance sheest.
Continuing the good news, our dividend once again increased
this year (up to $2.14 per share), just as it has done every year since
we became a public company. While continuing to post gains in
our operating results in 2001, we also completed or committed
10 a number of financing transactions that are designed to further
strengthen our balance sheet. We placed a $96 million, 10-year,
7.16% fixed-rate permanent loan on the redeveloped Pacific View
Mall in Ventura, California. This transaction paid off the $89.3 million
construction loan, which carried a floating interest rate of LIBOR
plus 1.75%. During the second quarter, we also completed a
refinancing on Capitola Mall in Santa Cruz, California, replacing
the former $36.4 million loan, bearing interest at 9.25% with
a $48.5 million, 10-year fixed-rate loan with interest at 7.13%.
In October, a $46 million, 10-year fixed-rate loan bearing interest at
7.45% was placed on Rimrock Mall in Billings, Montana, replacing
a $29 million, 7.7% fixed-rate loan. During the third quarter, we
commiitted to a $50 million increase in our line of credit to a new
level of $200 million, with two additional banks added.

As part of our strategy to sell non-core assets, in December we
announced the sale of Villa Marina Marketplace, a 448,000-square-
foot community center located in Marina del Rey, California,

to a private real estate investment partnership. The center, which
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The spread between rent on new lease signings and average
rent continues to widen.

the Company originally acquired in January 1996, was sold for
approximately $99 million, including the assumption of the existing
mortgage of $58 million. We recognized a gain of approximately
$25 million on the transaction. Macerich, following our strategy
of recycling our capiral, used $25.7 million of the net cash proceeds
to retire convertible debentures and expects to use the balance for

general corporate purposes.

We continued our invesiment in our human
and technology resoujces.
%

In 2001, we continued our investment in internal human development.

We are deeply committed to attracting, developing and retaining
the finest professionals in the shopping center industry. We ;ontin~
ued to invest in professional development throughout Macerich.
Executive education conducted in association with the University
of Notre Dame Mendoza College of Business emphasized strategic
assessment of both our real estate assets and our business as a
whole, while employee training programs emphasized operational
excellence. In addition, 31 Macerich professionals received accredi-
tation from the International Council of Shopping Centers as

a Certified Shopping Center Manager (CSM), Certified Leasing
Specialist (CLS) or Certified Marketing Director (CMD).

The sales productivity of our portfolio continues to improve,
showing resiliency and advancing to the $350 per square foot
benchmark, even during these challenging economic times.

In support of our strategic and operational goals, we also focused
on perfecting the company’s e-based information platform. The
objective is to provide real-time information and system-supported
process management to enhance operational efficiency, For example,
we have created tighter collaboration between departments in

handling lease transactions.

We remain engaged and involved
in the communities where we do business.
Not only does the success of the performance of our properties
have a direct and dramatic financial benefit to the communities
around each property, but also building value on behalf of charitable
and civic organizations has long been an important tradition at
Macerich. Following the company’s mortto of “We Make Good
Things Happen,” hundreds of community outreach programs were
held at our properties during 2001. These include everything from
“Shoes for Orphan Souls,” the collection of more than 22,000 pairs
of new children’s shoes for distribution to orphans, to “eBids from
the Heart,” online auctions for the American Heart Association,
to our award-winning “An Old Glory-ous Celebration” programs,
which are held at all Macerich centers to honor the American flag
and patriotism, encouraging awareness of our nation’s heritage.
We were particularly gratified to see the validation of our
town center concept after the tragic events of September 11,
when people came to our malls to be together and seek the comfort

of community.
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Revenues have increased 21% on a compounded annual
basis since 1997.

Looking ahead.

We will cautiously reenter the acquisition market in 2002, seeking
those opportunities with the greatest potential —where Macerich
can create value because of our distinct skill set and where we can
take advantage of geographic synergies.

One example is Queens Center which we acquired in 1995. We
have subsequently increased the net operating income by 45% and
we are now starting a major expansion of this already dominant
New York mall, which is doing $964 per square foot in sales and
at year end was 100% occupied. When the expansion is completed
in approximately three yéars, we expect it to be a significant con-
tributor to our FFO growth, Queens Center is already one of the
two or three most productive retail centers in America, and will
soon be enhanced as a result of the comprehensive expansion and
renovation we are undertaking there,

We will continue our policy of pursuing joint venture/
co-investment opportunities if they prove to be more efficient
and advantageous over the long term.

As always, we will remain focused on adding value through
ongoing redevelopment—by taking successful properties and

continuing to improve them.

Chairman
of the Board

President, Chief Executive
Officer and Director

The investment community now understands the high enterprise
value (the value created through redevelopment) of regional malls
and the companies that operate them.

And no company does this better than we do. Macerich
has the experience, the depth of resources, and the operational
infrastructure. We know what works, and we have the track
record to prove it.

In closing, we want to thank our stockholders, tenants, employees,
partners and board of directors for your support and guidance and

for remaining committed to our success.

A







“Macerich’s portfolio is getting better all the

time, and we are always happy when they
acquire sites. When they take over, they
improve the entire center. We're looking for-

"

ward to doing more and more with them.
John Bradbury, VICE PRESIDENT,
Select Comfort Corporation

Queens Center,
Queens, New York

Queens Center. Move than a mail, a retail powerhouse.
This past year, Macerich opened another important chapter in the
history of Queens Center. Working closely with the Economic
Development Corporation of the City of New York, the Borough
of Queens, the New York City Planning Commission, and various
New York City agencies and local community groups, we recently
completed the project approval process for a major expansion of
the property. Under the proposed redevelopment plan, which was
approved unanimously by the New York City Council, we will
expand the existing 620,000-square-foot mall to over one million
square feet using property recently acquired through the purchase
of an adjacent municipal parking field.

“Queens Center has been a very good neighbor to this communiry
and an important part of our economy,” says Richard Italiano,
chairperson of Community Board 4. “At this point, Queens residents
have to travel out to Nassau County to shop in a major, full-service
mall. The proposed expansion would give Queens Center the selection
to keep that business here, while also creating a lot of new jobs.

It will be an asset to our community.”

Italiano’s thoughts were echoed by Borough President Claire
Shulman and Michae! Carey, president of the Bconomic Development
Corp,, in an April 7, 2001 article in Newsday. “It’s a very good project,”
says Shulman. “There isn't a lot of retail shopping in Queens and
many people leave the borough to shop.”

Noting that the expansion will bring 1,200 permanent new jobs
and 700 construction jobs and produce approximately $9 million
in additional sales tax revenue, Carey adds: “From an economic
development standpoint, it’s a tremendous boost for Queens. It

expands one of the most successful malls in the country.”

Pacific View, Ventura, California

Located at the intersection of two main arteries (Queens and
Woodhaven Boulevards), the property is the only regional center
in this borough of over two million people. With current mall-store
sales of $964 per square foot (up from $880 a year earlier), the prop-
erty produces top numbers for a traditional anchored mall. In fact,
since Macerich purchased the property in 1995, sales per square
foot have increased by 50%.

“Demand for space at Queens Center remains exceptional.

We receive inquiries from high-quality local, regional and national
retailers whom we simply have not been able to accommodate,”
says Ron Bondy, Macerich Vice President, Leasing. “The mall
expansion will give us the chance to better meet the strong demand
and create a2 merchandise mix that will have a much broader appeal

to the entire borough.”

Pacific View, More than a mall, a transformation.
Our redevelopment of the Pacific View property in Southern
California continued to make news in 2001.

This fall Macy’s, which co-anchors the mall with Robinsons-May,
Sears and JCPenney, unveiled the first phase of its $24 million
expansion and renovation. Additionally, Safeway recently announced
that it would open a high-end Pavilions Store at the property, which
is expected to open in fall 2002.

Since we acquired the property in 1996, and consolidated
the anchor stores in the trade area, Macerich has successfully
transformed Pacific View from an aging, single-level mall into
a state-of-the-art, two-level, four-anchor super-regional fashion
center. Qur renovation efforts recently earned us a Certificate of

Merit in the 2001 International Design and Development Awards
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“Redmond Town Center has grown and evolved into a place
where the people of Redmond go to shop, work, eat and
be entertained. The recent land use decision allowing for
the construction of new facilities, including a full-service
hotel, will further benefit the community. These additions
are possible through a process that allows the development
rights of an undeveloped property to be transferred to an
already developed site to increase its usability. Such an
arrangement benefits all parties by allowing undeveloped
land to be saved for future generations.”

Rosemarie lves, MAYQOR, Redmond, Washington

Westside Pavilion,

Los Angeles, California

Program sponsored by the International Council of Shopping
Centers. At the same time, we have continued our efforts to upgrade
the tenant mix to create one of the preeminent malls on the West
Coast. Recent additions include California Pizza Kitchen, Casual
Corner/Petite Sophisticate and a 20,000-square-foot Old Navy,

Our efforts are paying off. “Pacific View is clearly the most
dominant shopping center in the fast-growing Ventura/Oxnard
region. This year mall sales have increased by 12%, totaling over
$352 per square foot and are still climbing,” says Steve Domonkos,
the mall’s Senior Property Manager. “With our closest competition
over 24 miles away, we draw on a huge and affluent market area,
and we’re now at nearly 100% occupancy.” Pacific View is well on
its way to becoming the retail powerhouse Macerich envisioned

when we first undertook the project.

Westside Pavilion. More than a mall, the face of the community.

First-quarter 2001 saw the completion of the $8 million renovation
of Westside Pavilion. This dramatic transformation, which was
completed in less than six months with most of the work per-
formed at night, has drawn universal praise from merchants and
shoppers alike —and widespread enthusiasm from the community.
“Macerich has given us a shopping center that we can all be proud
of,” explains West LA community activist Terri Tippit. “But more
importantly, they have become an integral part of our community
family. They continue to take an active role in successfully addressing
community issues.”

“We took a mall built in 1984 with a very dark and dated interior
and dramatically transformed it into a timeless, upscale retail atmos-

phere, which is more indicative of this affluent area,” explains John

¥

Redmond Town Center,
Redmond, Washington

Genovese, Macerich Senior Vice President, Real Estate. “As a result,
we've attracted an impressive cadre of retail tenants, including Ann
Taylor, Banana Republic, BCBG, Build A Bear and others.”

The property’s enclosed mall area boasts a 98% year-end occu-
pancy rate —a rate that has been maintained since Macerich acquired
the property in 1998 —and average specialty store sales of $425 per
square foot.

“Macerich has, from the time it took over two shopping centers
in my district, met with community representatives to hear their
concerns and has promptly dealt with the issues raised. They have
been good neighbors, demonstrating that they understand the
importance of being partners with their communities,” says Los
Angeles City Council Member, Ruth Galanter. The renovation project
is an outstanding example of Macerich’s ongoing efforts to develop
a strong civic presence in the communities where we do business.
We want to tap into the area’s strong sense of ownership of the

center to make it even more their own.

Redmond Town Center. More than a mall,

a source of civic pride.

In late 2001, the City of Redmond granted Macerich entitlements to
increase the commercial floor area capacity at Redmond Town Center
by 310,000 square feet to 1.8 million square feet. By working with the

city, we have paved the way for the porential addition of an upscale,

full-service hotel and conference facility, which will give us the flexibility

to meet market demand for other mixed-used components in the future.

Plans call for a seven-story, 262-room Marriott hotel with
approximately 10,000 square feet of ballroom/convention space —

making it the first conference center in this Seattle suburb. The




“As the oldest shopping mall in California,
Lakewood Center is the second oldest shopping
mall in the nation. But you'd never know

it by locking at it today. It is fresh, inviting
and exciting.” Robert Wagner, MAYOR,
Lakewood, California

Lakewood Center,
Lakewood, California

increase in the floor area capacity follows the announcement that
Federated Department Stores will open a new 110,000-square-foot
Bon Marché store at the mixed-use properry in the fall of 2003.
The Bon Marché will become the first full-line department store at
the outdoor lifestyle center, where the current 523,000 square feet
of main street retail and big-box space includes such major draws
as Borders Books & Music, Eddie Bauer, Bed Bath & Beyond and
Larry’s Market. Non retail use currently includes a 180-room Marriott
Residence Inn and 582,000 square feet of office space housing the
world headquarters of AT&T Wireless.

“The addition of The Bon Marché and the conference center is
expected to further strengthen a property where specialty merchants
in the core retail area are already producing average sales in excess
of $400 per square foot,” explains Kim Campbell, Redmond Town
Center Senior Property Manager. “With The Bon Marché at one end
of the core retail area and the area’s only hotel/convention center on
the other end, we anticipate business increasing dramatically.”

Macerich acquired the property from another company in 1999,
at which time we took over the redevelopment project midstream and
totally revamped a 15-year-old master plan to maximize the property’s
potential and capitalize on the unique opportunity it presented. Since
then, Redmond Town Center has been transformed into one of the
most exciting mixed-used environments in the country —a unique
urban village surrounded by 40 acres of open space wildlife habitat.

The Center’s important contribution to the economy and overall
quality of life in the community is evidenced in the various awards
it has received from community organizations, most notably
the 2000 Business of the Year Award from the Greater Redmond

Chamber of Commerce.
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Lakewood Center. More than a mall, an ongoing partnership.
In April 2001, a weeklong celebrarion marked the grand opening
of Lakewood Center’s latest expansion, a 72,000-square-foot wing.
The $36 million project added a newly constructed single-level sec-
tion leading to Macy’s and marned the adjoining former Mervyn’s
building into two stories of shops and common area with a food
court located on the upper level. Virtually all of that space has been
leased. All told, the expansion brought total GLA at the 160-acre
property to 2.05 million square feet, including 1.5 million square
feet in the enclosed mall.

“The look of the new wing is state-of-the-art,” says Henry
Lichtman, Macerich Vice President, Property Management,
for the Southern California region. “The energy that this wing
generates is already proving to be contagious, setting the tone for
improvements in other parts of the mall. For example, Robinsons-
May has completed a major remodeling, and JCPenney is looking
into one. Target has also agreed to build a new store here
replacing the current Montgomery Ward. The real measurement,
of course, is the public’s reaction to what we’ve done. Judging
from the significant increase in traffic and sales, they like what
we have accomplished.”

This is the seventh major renovation Macerich has done since
acquiring the property in 1975. As with all our properties, the
Company is always looking for new ways to create more value. The
quick turnaround on this project—in less than a year— underscores
just how adept we are at redevelopment.

The City of Lakewood also played a significant role in helping
Macerich accomplish this latest addition so expeditiously. "Macerich

has had a wonderful relationship with this city,” says Lakewood




our belief that a rich comn';unity:

life helps us, and our customers,
to hit the high notes.
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"The families in Stanislaus County have truly benefited
from the results of the newly renovated Vintage Faire
Mall. In addition to a great new shopping experience,
our community now has the opportunity to enjoy the
arts, entertainment and new dining experiences at
Vintage Faire. The mall offers its community a total town
center experience. We are also very grateful to The
Macerich Company for hosting the spectacular grand
reopening event, An Artful Evening, which benefited
the Gallo Performing Arts Center. This partnership

is a true reflection of Vintage Faire's commitment to
our community.” Marie Gallo, PRESIDENT,

Gallo Performing Arts Center

Mayor Robert Wagner. “The company has demonstrated its
commitment for nearly three decades. We appreciate and value

this partnership, and our shared vision for this community.”

Los Cerritos Center. More than a mall, 2 repositioning,

This past year, at Los Cerritos Center in Southern California,
remodeling work was completed on Nordstrom —the first remod-
eling in the 117,853-square-foot store’s 20-year history. Nordstrom
celebrated the completion with a series of special events, including
an appearance by the supermodel Iman to introduce her new line
of cosmetics. '

The Nordstrom project followed a comprehensive makeover of
the adjacent Macy's store. These projects and the addition of new,
highly visible retailers such as Brookstone and Banana Republic
are part of an ongoing repositioning effort to attract more upscale

merchants to the property. As a result, sales have increased signifi-

cantly, from $360 to $450 per square foot.

Vintage Faire. More than a mall, a hub of economic activity.
Macerich just completed an extensive, $10 million interior and
exterior renovation of Vintage Faire Mall in Modesto, California.
The original mall was built in 1977 and had never been renovated.
Our goal was to significantly upgrade the ambiance of this super-
regional center so that its look and feel would not only be more
contemporary but also more reflective of the demographics of the
surrounding area.

Anchored by Macy’s, Sears, JCPenney and Gottschalks, the

1.03 million-square-foot center is the only regional mall in a
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Los Cerritos Center,
Cerritos, California

Vintage Faire Mall,
Modesto, California

fast-growing market located some 100 miles southeast of the San
Francisco Bay Area. The area’s growing economy and affordable
lifestyle have generated an influx of Bay Area families relocating

to communities in Stanislaus and San Joaquin counties. As a result,
the marketplace is predicted to increase by twice the national rate
over the next several years. Thanks to an aggressive remerchandising
effort, a number of prominent national and regional merchants have
recently been added to the retail mix, including American Eagle,
Abercrombie & Fitch, Children’s Place, GAP Kids, Limited Too,
Pacific Sunwear and Verizon Wireless. Vintage Faire has become a
hub of retail activity in the northern San Joaquin Valley. In 2001 the
property has seen sales climb 9%, with sales per square foot expected
to exceed $400 within the next 12 months.

It has become a cultural center, as well. To celebrate the
completion of the $10 million renovation of the mall, for example,
a grand fundraising gala was held in November to raise money for
construction of the new Gallo Performing Arts Center in Modesto.
“An Artful Evening,” a celebration of the community’s performing
and culinary arts, filled the mall with performances by local artists,
along with offerings of wines from five California wineries and
international cuisine from 33 area restaurants.

“The renovation of Vintage Faire literally takes Modesto to
a new level in retailing and quality of life,” states Gary Plummer,
CEO/president of the Modesto Chamber of Commerce. “The
redesign and amenities create a brand-new attraction and venue for
activities, including upscale events. The ‘new’ Vintage Faire Mall
actually has evolved into a showcase for Modesto, which changes

people’s perception of this area— including our own!”




Macerich Property Locations

Northwest Arkansas Mall
Fayetteville, Arkansas

823,514 Gross Leasable
Square. Feet .
[Anchors] Dillard’s (two),
JCPenney, Sears

$309 Sales Per Square Foot

County East Mall
Antioch, California
493,895 Gross Leasable
Square Feet

[Anchors] Gottschalks,
Mervyn’s, Sears

$319 Sales Per Square Foot

Capitola Mall
Capitola, California

586,735 Gross Leasable

Square Feet

[Anchors] Gotischalks, Macy'’s,
Mervyn’s, Sears

$334 Sales Per Square Foot

Carmel Plaza
Carmel, California

115,215 Gross Leasable
Square Feet

(Major Tenant] Saks Fifth Avenue
8379 Salés Per Square Foot

Los Cerritos Center

Cerritos, California

1,298,205 Gross Leasable

Square Feet

[Anchars] Macy’s, Mervyn’s,
Nordstrom, Robinsons-May, Sears
3453 Sales Per Square Foot

The Village at Corte Madera
Corte Madera, California

429,839 Gross Leasable
Square Feet

[Anchors] Macy’s, Nordstrom
$538 Sales Per Square Foot

.Stonewood Center

Downey, Cafifornia

927,505 Gross Leasable

Square Feet

[Anchors] JCPenney, Mervyn’s,
Robinsons-May, Sears

$353 Sales Per Square Foot

Fresno Fashion Fair
Fresno, California

874,316 Gross Leasable
Square Feet

[Anchors] Gottschalks,
JCPenney, Macy’s (two)
$420 Sales Per Square Foot

Lakewood Center
Lakewood, California

. 2,127,854 Gross Leasable

Square Feet

[Anchars] JCPenney,

The Home Depot, Macy’s,
Mervyn’s, Robinsons-May
$339 Sales Per Square Foot

Westside Pavilion

Los Angeles, California
756,412 Gross Leasable
Square Feet )
{Anchors] Nordstrom,
Robinsons-May

$420 Sales Per Square Foort

Viniage Faire Mall
Modesta, California

1,033,816 Gross Leasable’
Square Feet

[Anchors] Gottschalks,jCPemiey,
Macy’s (two), Sears

$386 Sales Per Square Foot

Panorama Mall

. Panorama City, California

328,895 Gross Leasable
Square Feet

‘[Anchors] Wal-Mart

$314 Sales Per Square Foot

The Mall at Northgate
San Rafael, California
743,176 Gross Leasable
Square Feet

[Anchors] Macy’s, Mervyn'’s, Sears

$344 Sales Per Square Foot

Bristol Center
Santa Ana, California

163,637 Gross Leasable
Square Feet

[Major Tenants] Kinko’s, Staples
$264 Sales Per Square Foot

~ Santa Monica Place

Santa Monica, California

560,441 Gross Leasable
Square Feet

~ [Anchors] Macy’s, Robinsons-May

$358 Sales Per Square Foot

Pacific View

Ventura, California
1,237,237 Gross Leasable
Square Feet

[Anchors] JCPenney, Macy's,
Robinsons-May, Sears

$352 Sales Per Square Foot

Broadway Pilaza
Walnut Creek, California

698,815 Gross Leasable

Square Feet

[Anchors] Macy’s (two), Nordstrom
$624 Sales Per Square Foot

Boulder Crossroads
Boulder, Colorado
533,933 Gross Leasable
Square Feet

" {Anchors] Foley's, Sears «

Boulder Plaza

Boulder, Colorado ]
159,238 Gross Leasable
Square Feet )

[Major Tenants] Bed Bath
. & Beyond, Marshall’s

$226 Sales Per Square Foot

The Citadel -
Colorado Springs, Colorado
1,040,917 -Grass Leasable

- Square Feet

[Anchors] Dillard’s, Foley’s,

. JCPenney, Mervyn's

$310 Sales Per Square Foot

Mesa Mall
Grand Junction, Colorado

855,520 Gross Leasable

Square Feet

[Anchors] Herberger’s, JCPenney,
Mervyn's, Sears, Target

$318 Sales Per Square Foot

Greeley Mall
Greeley, Colorado

576,564 Gross Leasable
Square Feet

[Anchors] Dillard’s (two),
JCPenney, Sears

$234 Sales Per Square Foot

Lake Square Mall
Leesburg, Florida

560,975+Gross Leasable
Square Feet

[Anchors] Belk, JCPenney,
Sears, Target

3266 Sales Per Square Foot

South Park Mall

Moline, lllinois

1,032,672 Gross Leasable
Square Feet

[Anchors] JCPenney, Sears,
Von Maur, Younkers

8224 Sales Per Square Foot

Green Tree Mall

Cla(ksville, Indiana

780,201 Gross Leasable '
Squate Feet

{Anchors] Dillard’s, JCPenney,
Sears, Target

3339 Sales Per Square Foot

Eastland Mall

Evansville, Indiana

1,072,787 Gross Leasable
Square Feet

[Anchors) Dejong, Famous Barr,
JCPenney, Lazarus,

Service Merchandise R

8381 Sales Per Square Foot




Lindale Mall
Cedar Rapids, lowa

693,366 Gross Leasable
Square Feet

[Anchors] Sears,

Von Maur, Younkers

$293 Sales Per Square Foot

Northpark Mall
Davenport, lowa

1,056,596 Gross Leasable

Square Feet

[Anchors] Dillard’s, JCPenney,
Sears, Von Maur (two), Younkers

$240 Sales Per Square Foot

Southridge Mall
Des Moines, lowa

1,004,889 Gross Leasable
Square Feet -

[Anchors] JCPenney, Sears,
Target, Younkers

$210 Sales Per Square Foot

Southern Hills Mall
Sioux - City, lowa

750,675 Gross Leasable
Square Feet

_ [Anchars] Sears, Target, Younkers
$309 Sales Per Square Foot

The Centre at Salisbury
Salisbury, Maryland -

. 878,796 Gross Leasable
Square Feet
[Anchors} Boscovs, Hecht's,
JCPenney, Sears
§348 Sales Per Square Foot

Rimrock Mall
Billings, Montana
609,560 Gross Leasable -
Square Feet
[Anchers] Dillard’s (two),
Herberger's, JCPenney,
$303 Sales Per Square Foot

‘Great Falls Mérketpiace

Great Falls, Montana
207,024 Gross Leasable'
Square Feet -

‘[Major Tenants] Barnes & Noble
' Book Store, The Home Depot

$126 Sales Per Square Foot

Holiday Viliage Mall
Great Falls, Montana
566,905 Gross Leasable
Square Feet :
[Anchors) Herbergers,
JCPenney, Sears '

© 5218 Sales Per Square Foot ..

Park Lane Mall

Reno, Nevada

371,296 Gross Leasable
Square Feet

fanchorl Gottschalks

Queens Center
Queens, New York .

623,876 Gross Leasable
Square Feet

[Anchors], JCPenney, Macys .
$964 Sales Per Square Foot

West Acres Mall
Fargo, North Dakota-

954,327 Gross Leasable
Square Feet

[Anchors] Herberger’s, jCPenney,

" Marshall Field’s, Sears
'$382 Sales Per Square Foot

Crossroads Mall -
Oklahoma City, Okfahoma

1 ,267,572 Gross Leasable

. Square Feet

[Anchors] Dillard's,:
Foley's, JCPenney
253 Sales Per Square Foot

Washington Square - -
Portland, Oregon

1,357,417 Gross Leasable

*Square Feet

[Anchors] JCPenney,
Meier & Frank, Mervyn s,

‘Nordstrom, Sears ‘ )
.$560 Sales Per Square-Foot

fis}

- VGranite‘Run Malt

Media, Pennsylvania
1,047,283 Gross Leasable
Square-Feet

‘TArichors} Boscov’s,
JCPenney, Sears

$299 Sales Per Square Foot

Rushmore Mall

’Rapid'City, South Dakota
835,138 Gross Leasable -

Square Feet

[Anchors] Herberger’s, JCPenney,_

Sears, Target
$294 Sales Per Square Foot

Empire Mall S
Sioux Falls; South Dakota =~
1,286,193 Gross Leasable
Square Feet

[Anchors] Gordman'’s, JCPenney,’
Kohl’s, Marshall Field’s, vSear‘s', .
Target, Younkers

$371 Sales Per Square Foot

Valiey View Center
Dallas, Texas

L, 504'818 Gross Leaéable

Square Feet .

[Anchors] Dlllard s, Foley s,
JCPenney, Sears

5296 Sales Per Square Foot

South Plains Mait
Lubbock, Texas )

1,144,495 Gross Leasable A

- Square Feet

[Anchors] Bealls Dillard’s (two)

: JCPenney Mervyns Sears

$343° Sales_Per Square Foot -

~ South Towne Center

Sandy, Utah
1,241, 484 Gross Leasable
Square- Feet

[Anchors] Dillard’s, JCPenney,
Meier & Frank, Mervyn’s, Target

- $321 Sales Per.Square Foot

Valley Mall

. Harrisonburg, Virginia

511,889 Gross Leasable

. Square Feet
“[Anchors] Belk, jCPenney, .

Peebles; Wal-Mart
$289 Sales Per Square Foot

Chesterfield Towne Center
Richmond, Virginia®
1,037,358 Gross Leasable

kSquare Feet

[Anchors] Dillard’s (two), Hecht’s,
jCPenney, Sears

$338 Sales Per Square Foot .

Cascade Mall
Burlington, Washington

584,549 Gross Leasable

Square Feet

_[Anchors] The Bon Marché,

Emporium, JCPenney, Sears

$316 Sales Per Square Foot

Redmond Town Center
Redmond, Washington
1,152,905-Gross Leasable
Square Feet

[Major-Tenants] Ann Taylor,

* Bed Bath & Beyond,

Border’s Books and Musie, REI
$336 Sales Per Square Foot

Kitsap Mall

. S’ilverda/e, Washington

850,264 Gross Leasable

- Square Feet

[Anchors] The Bon Marché,
Gottschalks, JCPenney,
Mervyn’s, Sears

$382 Sales Per Square Foot
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Part |
Item 1. Business

General

The Macerich Company (the “Company”) is involved in the acquisition, ownership, redevelopment,
management and leasing of regional and community shopping centers located throughout the United
States. The Company is the sole general partner of, and owns a majority of the ownership. interests in, The
Macerich Partnership, L.P., a Delaware limited partnership (the “Operating Partnership™). The Operating
Partnership owns or has an ownership interest in 46 regional shopping centers and four community
shopping centers aggregating approximately 41 million square feet of gross leasable area (“GLA”). These 50
regional and community shopping centers are referred to hereinafter as the “Centers”, unless the context
_otherwise requires. The Company is a self-administered and self-managed real estate investment trust
(“REIT”) and conducts all of its operations through the Operating Partnership and the Company’s three
management companies, Macerich Property Management Company, LLC, a single-member Delaware

~ limited liability company, Macerich Manhattan Management Company, a California corporation, and
Macerich Management Company, a California corporation (collectively, the “Management Companies™).

The Company was organized as a-Maryland corporation in September 1993 to continue and expand the
shopping center operations of Mace Siegel, Arthur M. Coppola, Dana K. Anderson and Edward C. Coppola
and certain of their business assaciates.

All references to the Company in this Form 10-K include the Company, those entities owned or controlled
by the Company and predecessors of the Company, unless the context indicates otherwise.

Recent Developments

A. Equity Oﬁmngs
On February 28, 2002, the Company issued 1,968,957 common, shares with cotal net proceeds of
$52.2 million. The proceeds from the sale of the common shares will be used prmc1pa]1y to ﬁnance a
portion of the Queens Center expansion and redevelopment prOJect descnbed below under

“C. Redevelopment” and for general corporate purposes.

B. Refinancings

During 2001, the Company’s line of credit facility was increased from $150 0 mﬂhon to $200.0 million. The
new line of credit matures in May 2002 with a one-year extension option subject to certain terms and -
condltlons The interest rate ranges from LIBOR plus 1. 35% to 1.80%, dependmg on leverage levels.

On May 2, 2001, the Company refinanced the debt on Capitola Mall. The prior loan of $36.,4 million, at a
fixed interest rate of 9.25%, was paid in full and a new note was issued for $48.5 million bearing interest at
a fixed rate of 7.13% and maturing May 15, 2011.

On July 10, 2001, the Company refinanced the debt on Pacific View. The prior bank construction loan of
$89.3 million, at a floating interest rate (LIBOR plus 1. 75%), was paid in full and a new permanent loan
was issued for $89.0 million, which may be increased up to $96.0 million subject to certain conditions,
bearing interest at a fixed rate of 7. 16% and matunng August 31, 2011.




On October 9, 2001, the Company refinanced the debt on Rimrock Mall. The prior loan of $29.3 million,
at a fixed interest rate of 7.70%, was paid in full and a new note was issued for $46.0 million beanng
interest at a fixed rate of 7.45% and maturing October 1, 2011.

C. Redevelopment

In the second quarter of 2001, the new $36.0 million expansion opened at Lakewood Mall. The expansion
included 60,000 square feet of specialty tenant space and a second level food court. A new 210,000 square
foot Macy’s and a new Mervyn’s department store anchor the expansion wing.

In the third quarter of 2001, the Company completed a $10.0 million interior and exterior renovation of
Vintage Faire Mall.

On December 28, 2001, the Company, as part of its proposed redevelopment and expansion of Queens
Center, purchased a five-acre parcel of land adjacent to the center. The project will involve both the
renovation of the existing center as well as an’expansion of the center from 623,876 square feet to
approximately 1 million square feet, including the addition of 250,000 square feet of mall shops.
Construction is expected to begin in the second quarter 'of 2002 with completion estimated to be, in
phases, through late 2004. Additionally, Swedish apparel retailer Hennes and Monrltz opened a 19,427
square feet store in 2001 at thls Center.

D. Stock Repurchase Program

On November 10, 2000, the Company’s Board of Directors approved a stock repurchase program of up to
3.4 million shares of common stock. As of December 31, 2000, the Company repurchased 564,000 shares of
its common stock at an average price of $19.02 per share. No shares of common stock were repurchased
by the Company in 2001.

E. Other Events

On December 14, 2001, Villa Marina Marketplace, a 448,262 square foot community shopping center,
located in Marina Del Rey, California, a Wholl)'howned property of the Company, was sold. The center,
which the Company odginally acquired on January 25, 1996, was sold for approximately $99.0 million,
including the assumption of the existing mortgage of $58.0 million, which resulted in a $24.7 million gain.
The Company used approximately $26 million of the net proceeds from this sale to retire $25.7 million of
its outstanding convertible subordinated debentures due December 2002. The remaining balance of the
proceeds was used for general corporate purposes.

On March 19, 2002, the Company sold Boulder Plaza, a 159,238 square foot community center in Boulder,
Colorado for'$24.7 million. The proceeds from the sale will be used for general corporate purposes.

The Shopping Center Industry -

General

There are several types of retail shopping centers, which are differentiated primarily based on size and

marketing strategy. Regional shopping centers generally contain in excess of 400,000 square feet of GLA,

are typically anchored by two or more department or large retail stores (“Anchors™) and are referred to as
“Regional Shopping ‘Centers” or “Malls”. Regional Shopping Centers also typically contain numerous

diversified retail stores (“Mall Stores™), most of which are national or regional retailers typically located

along corridors connecting the Anchors. Community Shopping Centers, also referred to as “strip centers,”
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are retail shopping centers that are designed to attract local or neighborhood customers and ‘are ‘typically
anchored by one or more supermarkets, discount department stores and/or drug stores. Community
Shopping Centers typically contain 100,000 square feet to 400,000 square feet of GLA: In addition,
freestanding retail stores are located along the perimeter of the shopping‘éenters (“‘Fréestanding Stores™).
Anchors, Mall .and Freestanding Stores and other tenants typically contribute. funds.for‘the maintenance of
the common areas, property taxes, insurance, advertising and other expenditures, relatéd to. the operation of
the shopping center. : '

Regional Shopping Centers

A Regional Shopping Center draws from its trade area by offering a variety of fashlon merchandise, hard
goods and services and entertainment, generally in an enclosed, climate. controlled environment with
convenient parking Regional Shopping Centers provide an érray of retail shops and entertainment facilities
and often serve as the town center and the preferred gathering place for community; charity, and

promotional events.

The Company focuses on the acquisition, redevelopment, management and leasing of Reégional Shopping
Centers. Regional Shopping Centers have generally provided owners with relatively stable grthh'in
income despite the cyclical nature of the retail business. This stability is due both to the diversity of
tenants and to the typical dominance of Regional Shopping Centers in their trade areas. Regional Shopping
Centers are difficult to develop because of the significant barriers to éntry, including the limited availability
of capital and suitable development sites, the presence of existing Regional Shopping Centers iri most:
markets, a limited number of Anchors, and the associated development costs and risks. Consequently, the
Company believes that few new Regional Shopping Centers will be built in the next five years.

Regional Shopping Centers have different strategies with fega’rd to ptice, merchandise offered and ténant :
mix, and are generally tailored to meet the needs of their trade ‘areas. ‘Anchor-tenants are located along
common areas in a configuration designed to maximize consumier traffic for the.benefit of the Mall Stores.
Mall GLA, which generally refers to gross leasable area contiguous to the Anchors for tenants other than
Anchors, is-leased to a wide variety of smaller retailers. Mall Stores ty'plcally account for the majority of
the revenues of a Regional Shopping Center. ' SR [

Although a variety of retail formats compete for consumer purchases, the Company. believes that Regional
Shopping Centers will continue to be a preferred shopping destination. The combination of a climate
controlled shopping environment, a dominant location, and a diverse tenant mix has resulted in Regional
Shopping Centers generating higher tenant sales than are. génerally achieved at smaller retail formats. -
Further, the Company believes that department stores located in Regional Shopping Centers will continue
to provide a full range of current fashion merchandise at a limited number of locations in any one market
allowing them to command the largest geographical trade area of any retail format. '

Community Shopping Centers

Community Shopping Centers are designed to attract local and neighborhood customers and are typically
open-air shopping centers, with one or more supermarkets, drugstores or discount department stores.
National retailers such as Kids-R-Us at Bristol Shopping Center and Saks Fifth Avenue at Carmel Plaza
provide the Company’s Community Shopping Centers with the opportunity to draw from a much-larger
trade area than a typical supermarket or drugstoré anchored Communify Shopping Center.
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Business of the Company

Management and Operating Philosophy

The Company believes that the shopping center business requires specialized sk1Hs across a broad array of
disciplines for effective and profitable operations. For this reason, the Company has developed a fully
integrated real estate ‘organizaﬁon with in-house acquisition, accounting, construction, finance, leasing, legal,
marketing, property management and redevelopment expertise. In addition, the Company emphasizes a
philosophy of decentralized property management, leasing and marketing performed by on-site
professionals. The Company believes that this strategy results in the optimal operation, tenant mix and
drawing power of each Center as well as the ablhty to quickly respond to changing competitive conditions J
of the Center’s trade area. :

Property Management and Leasing. 'The Company believes that on-site property managers can most
effectively operate the Centers. Each Center’s property manager is responsible for overseeing the 1
operations, marketing, mainfenance and security functions at the Center. Property managers focus special
attention on controlling operating costs, a key element in the profitability of the Centers, and seek to
develop stroﬁg relatioﬁships with and to be responsive to the needs of retailers.

The Company believes strongly in decentralized leasing and accordingly, most of its leasing managers are

located on-site to better understand the market and the community in which a Center is located. -Leasing
managers are charged with more than the responsibility of leasing space; they continually assess and fine
tunie each Center’s tenant mix, identify and replace underperforming tenants and seek to optimize existing
tenant sizes and configurations.

Acquisitions.  Since its initial public offering (“IPO”), the Company has acquired interests in shopping
centers nationwide. These acquisitions were identified and consummated by the Company’s staff of
acquisition professionals who are strategically located in Santa Monica, Dallas, Denver, and Atlanta. The
Company believes that it is geographically well positioned to cultivate and maintain ongoing relationships
with potential sellers and financial institutions and to act quickly when acquisition opportunities arise. The
Company focuses on assets that are or can be dominant in their trade area, have a franchise and.intrinsic
value.

On February 18, 1999, the Company, along with a joint venture partner, acquired a portfolio of three
regional malls, the retail component of a mixed-use development, five contiguous properties and two
non-contiguous community shopping centers totaling approximately 3.6 million square feet. The -Company
is a 51% owner of this portfolio. The second phase of this transaction, which closed on July 12, 1999,
consisted of the acquisition of the office component of the mixed-use development. The two
non-contiguous community shopping centers were subsequently sold in October and November of 1999.
Additionally, the Company acquired Los Cerritos Center in Cerritos, California, on June 2, 1999 and Santa
Monica Place in Santa Monica, California, on October 29, 1999. Together, these properties are known as
the 1999 Acquisition Centers.”

During 2000 and 2001, market conditions, including the cost of capital and the lack of attractive

opportunities, resulted in the first years. subsequent to the Company’s IPO in which there were no
acquisitions. The Company believes. the market conditions for acquisitions will improve in 2002.
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Redevelopment.  One of the major components of the Company’s growth strategy is its ability to redevelop
acquired properties. For this reason, the Company has built a staff of redevelopment professionals who
have primary responsibility for identifying redevelopment opportunities that will result in enhanced
long-term financial returns and market position for the Centers. The redevelopment professionals oversee
the design and construction of the projects in addition to obtaining required governmental approvals.

The Centers. As of December 31, 2001, the Centers consist of 46 Regional Shopping Centers and four
Community Shopping Centers aggregating approximately 41 million square feet of GLA. The 46 Regional
Shopping Centers in the Company’s portfolio average approximately 884,911 square feet of GLA and range
in size from 2.1 million square feet of GLA at Lakewood Mall to 328,895 square feet of GLA at Panorama
Mall. The Company’s four Community Shopping Centers, Boulder Plaza, Bristol Shopping Center, Carmel
Plaza, and Great Falls Marketplace, have an average of 161,279 square feet of GLA. The 46 Regional
Shopping Centers presently include 182 Anchors totaling approximately 23.1 million square feet of GLA and
- approximately 6,258 Mall and Freestanding Stores totaling approximately 18.2 million square feet of GLA.

Total revenues, including joint ventures at their pro rata share of $171.1 million in 2001 and $166.0 million
“in 2000, increased to $505.7 million in 2001 from $486.1 million in 2000 primarily due to releasing space at

higher rents. See “Management’s Discussion and Analysis of Financial Condition and Results of

Operations.” No Center generated more than 10% of shopping center revenues during 2000 and 2001.

Cost of Occupancy

The Company’s management believes that in order to maximize the Company’s operating cash flow, the
Centers’ Mall Store tenants must be able to operate profitably. A major factor contributing to tenant * -
proﬁtablhty is cost of occupancy. The following table summarizes occupancy costs for Mall Store tenants in
the Centers as a percentage of total Mall Store sales for the last three years:

For the Years Ended December 31,

1999(2) 2000, . 2001
Minimum rents _ 7.4% ‘ 7.3% 7.7%
Percentage rents - v 0.5% - 0.5% . 0.4%
Expense recoveries(l) . L o 29% 3.0% . 3.1%
Mall tenant: occupancy 'costs . 10.8% e - 10.8% - : 11.2%

(1) Represents real estate tax and common areq maintenance charges.

(2)  Excludes 1999 Acquisition Centers.

Competition

The 46 Regional Shopping Centers are generally located in developed areas in middle to upper income
markets where there are relatively few other Regional Shopping Centers. In addition, 44 of the 46 Regional
Shopping Centers contain more than 400,000 square feet of GLA. The Company intends to consider
additional expansmn and renovation projects to maintain and enhance the quality of the Centers and their
competmve position in their trade areas.

There are numerous owners and developers of real estate that compete with the Company in its trade

areas. There are nine other publicly traded mall companies and several large private mall companies, any
of which under certain circumstances could compete against the Company for an acquisition, an Anchor or
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a tenant. This results in competition for both acquisition of centers and for tenants to occupy space. The
existence of competing shopping centers could have a material impact on the Company’s ability to lease
space and on the level of rent that can be achieved. There is also increasing competition from other retail
formats and technologies, such as factory outlet centers, power centers, discount shopping clubs, mail-order
services, internet shopping and home shopping networks that could adversely affect the Company’s
revenues. ‘

Major Tenants

The Centers derived approximately 91.6% of their total rents for the year ended December 31, 2001 from
Mall and Freestanding Stores. One tenant accounted for approximately 4.6% of annual base rents of the
Company, and no other single tenant accounted for more than 3.5% as of December 31, 2001.

The following tenants (including their subsidiaries) represent the 10 largest tenants in the Company’s
portfolio (including joint ventures) based upon minimum rents in place as of December 31, 2001:

‘ Number of Locations % of Total Minimum Rents
Tenant ‘ in the Portfolio as of December 31, 2001
The Limited, Inc. . - 153 i 4.6%
The Gap, Inc. ‘ 75 3.5%
AT&T Wireless Services 5 2.9%
Foot Locker, Inc. 107 2.4%
J.C. Penney Company, Inc. 32 o 1.9%
Luxottica Group, Inc. . 84 1.3%
The Musicland Group, Inc. S 51 1.1%
Zale Corporation : 76 ) 1.2%
Claire Stores, Inc. 93 1.1%
Federated Department Stores 25 1.0%

Mall and Freestanding Stores

Mall and Freestanding Store leases generally provide for tenants to pay rent comprised of a fixed base (or
“minimum”) rent and a percentage rent based on sales. In some cases, tenants pay only a fixed minimum
rent, and in some cases, tenants pay only percentage rents. Most leases for Mall and Freestanding Stores
contain provisions that allow the Centers to recover their costs for maintenance of the common areas,
property taxes, insurance, advertising and other expenditures related to the operations of the Center.

The Company uses tenant spaces 10,000 square feet and under for comparing rental rate activity. Tenant
space 10,000 square feet and under in the portfolio at December 31, 2001, comprises 69.7% of all Mall and
Freestanding Store space. The Company believes that to include space over 10,000 square feet would
provide a less meaningful comparison.

When an existing lease expires, the Company is often able to enter into a new lease with a higher base
rent component. The average base rent for new Mall and Freestanding Store leases, 10,000 square feet and
under, commencing during 2001 was $33.33 per square foot, or 18.5% higher than the average base rent
for all Mall and Freestanding Stores (10,000 square feet and under) at December 31, 2001 of $28.13 per
square foot. .
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The following table sets forth for the Centers the average base rent per square foot of Mall and
Freestanding. GLA, for tenants 10,000 square feet, and under, as of December-31 for: each of the past three

years: .,
Average Base o Average Base
Average Base Rent Per 8q. Ft. on Rent Per 8q. Ft. on
i o ‘ Rent Per Leases Commencing Leases Expiring
December 31, a ‘ o Square Foot(1) During the Year(2) During the Year(3)
1999° - . : - - . - -$25.60 : - $29.76 - <o - $27.29
2000. ‘ $27.09 $32.95 $28.56
2001 - . _ $28.13 , $33.33 $27.12

(1) Average base rent per square foot is based on Mall and Freestanding Store GLA Jfor spaces 10,000 square feet and under occupied as
' of December 31 for each of the Centers owned by the Company in 1999, 2000 and 2001.

2) The base rent on lease signings during the year represents the actual rent to be paid on a per square foot basis during the first
twelve months. New Centers are excluded in the year of acquisition. Additionally, lease signings for the expansion area of Queens'

Center are excluded.

(3). The average base rent on leases expiring during the year represents the final year minimum rent, on a cash basis, for all tenant
leases 10,000 square feet and under expiring during the year. On a comparable space basis, average initial rents, excluding the
A tmpact of straight lining of rent, on leases 10,000 square feet and under commencing in 2001 was §34.20. comparfd to expiring rents
of $27.12. The average base rent on leases expiring in 1999 excludes the 1999 Acquisition Centers.

Bzzn/emptcj/ and/or Closure of Retail Stores
A decision by an Anchor or another significant tenant to cease operations at a Center could have an | .~
adverse effect on the Company. The bankruptcy and/or closure of an Anchor, or its sale to a less desirable
retailer, could adversely affect customer traffic in a Center and thereby reduce the income generated by
that Center. Furthermore, the closing-of an-Anchor could, under certain circumistances, -allow certa’inlo;‘her
Anchors or other tenants to terminate their leases or cease operating their stores at the Center or '
otherwise adversely affect occupancy at the Center. In addition, mergers, acquisitions, consolidations or
dispositions in the retail industry could result in the loss of tenants at one or more Centers.

Retail stores at the Centers other than Anchors may also seek the protection of the bankruptcy laws
and/or close stores, which could result in.the termination of such tenants’ leases and thus cause a
reduction in the cash flow generated by the Centers. Although no single retailer accounts for greater than

4.6% of total rents, the bankruptcy and/or closure of stores could result in decreased occupancy levels,
reduced rental income or otherwise adversely impact the Centers. Although certain tenants have filed for
bankruptcy, the Company does not believe such filings and any subsequent closures of their stores will .
have a material adverse impact on its operations. :
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Lease Expirations ‘ .
The following table shows scheduled lease expirations (for Centers owned as of December 31, 2001) of
Mall and Freestanding Stores 10,000 square feet and under for the next ten years, assuming that none of

the tenants exercise renewal options:

Approximate % of Total Ending

‘ . Number of GLA of Leased GLA Base Rent per

Year Ending = o " Leases = Expining Represented by Square Foot of
December 31, . Expiring Leases(1) Expinng Leases(2) Expiring Leases(1)
2002 534 828,426 11.28% $27.23
2003 . 487 759,621 10.34% $26.27
2004 468 695,515 9.47% ) ‘ $28.46
2005 ’ 469 812,547 11.06% . $28.84
2006 441, 759,779 10.34% $30.69
2007 391 733,269 9.98% $29.45
2008 . 379 690,906 9.41% $31.20
2009 278 531,647 7.24% $31.60
2010 ) 334 . 588,753 . 8.01% $32.65
2011 . . S 307 599,615 . 8.16% $32.16

(1) Includes joint ventures at pro rata share. Currently 29% of leases have provisions for future consumer price index increases which

are not reflected in ending lease rent.

(2) For leases 10,000 square feet and under

Anchors

Anchors have traditionally been a major factor in the public’s identification with Regional Shopping
Centers. Anchors are generally department stores whose merchandise appeals to a broad range of shoppers.
Although the Centers receive a smaller percentage of their operating income from Anchors than from Mall
and Freestanding Stores, strong Anchors play an important part in maintaining customer traffic and making
the Centers desirable locations for Mall and Freestanding Store tenants. :

Anchors either own their stores, the land under them and in some cases adjacent parking areas, or enter
.into long-term leases with an owner at rates that are lower than the rents charged to tenants of Mall and
- Freestanding Stores. Each Anchor which -owns its own store, and certain Anchors which lease their stores,

enter into reciprocal easement agreements with the owner of the Center covering among other things,

operational matters, initial construction and futare expansion. '

Anchors accounted for approximately 8.4% of the Company’s total rent for the year ended December 31,
2001.
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The following table identifies each Anchor, each parent company that owns multiple Anchors and the ’

number of square feet owned or leased by each such Anchor or parent company in the Company’s
portfoho at December 31, 2001: ‘

GLA

GIA

Total GLA
Number of Owned Leased Occupied
Name Anchor Stores By Anchor By Anchor By Anchor
J.C. Penney 32 1,167,084 3,197,245 4,364,329
Sears 30 2,197,192 1,631,297 3,828,489
Target Corp. ) . ) ;
Marshall Field's 2 115,193 100,790 215,983
Mervyn’s 12 571,016 413,337 984,353
Target(1) 10 581,260 . 585,266 1,166,526
Total 24 1,267,469 + 1,099,393 . 2,366,862
Federated Department Stores . o
Macy's(2) 14 1,558,964 666,741, 2,225,705
Lazarus 1 159,068 T - 159,068
The Bon Marche(3) 2 : - 181,000 - 181,000,
. Total 17 1,718,032 847,741 2,565,773
May Department Stores Co. :
Robinsons-May 6 530,678 640,352 1,171,030
“Foley's 4 725,316 - 725,316
Hechts 2 140,000 143,426 283,426'
Famous Barr | 1 180,000 ) - 180,000
Meier & Frank -2 242,505 7 200,000 ‘ 442,505
Total 15 1,818,499 983,778 2,802,277
Dillard’s(1)-- 17 1,434,280 818,202 -2,252,482
Saks, Inc. : . : )
Younker’s 6 - . 609,177 609,177
Herberger's 5 269,969 202,778 “472,747
Total 11 269,969 811,955 1084924
Gottschalks 6 . 332,638 333,772 ;666,410
Nordstrom 5 226,853 503,369 730,222
Von Maur 3 186,686 59,563 246,249
Belk 2 - 156,750 “156,750
Boscov's 2 . - 314,717 . 314,717
Wal-Mart 2 281,455 - 281,455
" Beall's 1 o= 40,000 40,000
DeJong ce 1 - 43,811 43,811
Emporium 1 - 50,625 50,625
Gordman'’s 1 - " 60,000 60,000
Home Depot 1 - 133,029 133,029
I_(Ohl’s 1 - 92,466 92,466
Peebles 1 - 42,090 42,090
Service Merchandise(4) 1 - 60,000 - 60,000
Vacant(1) 8 289,485 659,875 949,360 .
182" 1'1,189,642 11,939,678 . 23,129,320

(1)  Montgomery Ward filed _/Z)r bankruptcy on December 28, 2000 and announced the da;zng of all its stores zncludmg the seven located
at the Centers. Montgomery Ward assigned two of these leases to Dillard’s (at Nm‘rhpark Mall and Southpark Mall) and one to
Target (at Lakewood Mall). The Target store is scheduled to open in late 2003.

(2)  Macy’s will open ar Caﬁz’tala Mall in May 2002.

(3) Federated Department Stores will open a new 110,000 square foot Bon Marche store at Redmond Tc awﬁ Center in the Fall of 2003.

(4) Service Merchandise closed this store in February 2002. They filed jbr bankruptcy in March 1999 and recc‘nt[y announced plans zo ‘

close all their stores in 2002.
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Environmental Matters :

Under various federal, state and local laws, ordinances and regulations, a current or prior owner or
operator of real estate may be liable for the costs of removal or remediation of certain hazardous or toxic-
substances on, under or in such property. Such laws often impose such liability without regard to whether
the owner or operator knew of, or was responsible for, the presence of such hazardous or toxic substances.
The costs of investigation, removal or remediation of such substances may be substantial, and the presence
of such substances, or the failure to properly remediate such substances, may adversely affect the owner’s
or operator’s ability to sell or rent such property or to borrow using such property as collateral. Persons or
entities who arrange for the disposal or treatment of hazardous or toxic substances may also be liable for
the costs of removal or remediation of a release of such substances at a disposal or treatment facility,
whether or not such facility is owned or operated by such person or entity. Certain environmental laws
impose liability for release of asbestos-coﬁtaining materials (“ACMs”) into the air and third parties may
seek recovery from owners or operators of real properties for personal injury associated with exposure to
ACMs. In connection with the ownership (direct or indirect), operation, management and development of
real properties; the Company may be considered an owner or operator of such properties or as having
arranged for the disposal or treatment of hazardous or toxic substances and therefore potentially liable for
removal or remediation costs, as well as certain other related costs, including govefnmental fines and _
injuries to persons and property. '

Each of the Centers has been subjected to a Phase I audit (which involves review of publicly available
information and general property inspections, but does not involve soil sampling or ground water analysis)
completed by an environmental consultant.

Based on these audits, and on other information, the Company is aware of the following environmental
issues that are reasonably possible to result in costs associated with future investigation or remediation, or
in environmental liability: ‘ ’

+ Asbestos. The Company has conducted ACM surveys at various locations within the Centers. The
surveys indicate that ACMs are present or suspected in certain areas, primarily vinyl floor tiles,
mastics, roofing materials, drywall tape and joint compounds. The identified ACMs are generally
non-friable, in good condition, and possess low probabilities for disturbance. At certain Centers
where ACMs are present or suspected, however, some ACMs have been or may be classified as
“friable,” and ultimately inay require removal under certain conditions. The Company has
developed and implemented an operations and maintenance (OXM) plan to manage ACMs in place.

o Underground Storage Tanks. Underground storage tanks (“USTs”) are or were present at certain of
the Centers, often in connection with tenant operations at gasoline stations or automotive tire,
battery and accessory service centers located at such Centers. USTs also may be or have been
present at properties neighboring certain Centers. Some of these tanks have either leaked or are
suspected to have leaked. Where leakage has occurred, investigation, remediation, and monitoring
costs may be incurred by the Company if responsible current or former tenants, or other
responsible parties, are unavailable to pay such costs.

o Chlorinated Hydrocarbons. The presence of chlorinated hydrocarbons such as perchloroethylene
(“PCE”) and its degradation byproducts have been detected at certain of the Centers, often in
connection with tenant dry cleaning operations. Where PCE has been detected, the Company may
incur investigation, remediation and monitoring costs if responsible current or former tenants, or
other responsible parties, are unavailable to pay such costs. ‘

PCE has been detected in soil and groundwater in the vicinity of a dry cleaning establishment at North
Valley Plaza, formerly owned by a joint venture of which the Company was a 50% member. The property
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was sold on December 18, 1997. The California Department of Toxic Substances Control (“DTSC”) advised
the Company in 1995 that very low levels of Dichloroethylene (1,2 DCE”™), a degradation byproduct of
PCE, had been detected in a municipal water well located ' mile west of the dry cleaners, and that the
dry. cleaning facility may have contributed to the introduction of 1,2 DCE into the water well. According
to DTSC, the maximum contaminant level (“MCL") for 1,2 DCE which is permitted in drinking water is 6 -
parts per billion (“ppb™). The 1,2 DCE was detected in the water well at a concentration of 1.2 ppb, which
is below the MCL. The Company has retained an environmental consultant and has initiated extensive
testing of the site. The joint venture agreed (between itself and the buyer) that it would be responsible for
continuing to pursue the investigation and remediation of impacted soil and groundwater resulting from’
releases of PCE from the former dry cleaner. A total of $67,873 and $187,976 have already been incurred
by the joint venture for remediation, and professional and legal fees for the years ending December 31,
2001 and 2000, respectively. An additional $188,325 remains reserved by the joint venture as of

December 31, 2001, which management has estimated as its remaining obligation for the remediation. The
joint venture has been sharing costs with former owners of the property.

The Company acquired Fresno Fashion Fair in December 1996. Asbestos has been detected in structural
fireproofing throughout much of the Center. Testing data conducted by professional environmental
consulting firms indicates that the fireproofing is largely inaccessible to building occupants and is' well
adhered to the structural members. Additionally, airborne concentrations of asbestos were well within
OSHA’s permissible exposure limit (“PEL”) of .1 fcc. The accounting for this acquisition includes a reserve
of $3.3 million to cover futire removal of this asbestos, as necessary. The Company incurred $147,597 and
$25,939 in remediation costs for the years ending December 31, 2001 and 2000 respectwely An additional
$2.6 million remains reserved at December 31, 2001.

Insurance

The Centers have c'omprehensive liability, fire, flood, extended coverage and rental loss insurance. The:
Company or the joint venture owner, as applicable, also currently carries earthquake insurance covering
the Centers located in California. Such policies are subject to a deductible equal to 5% of the total insured
value of each Center, a $250,000 per occurrence minimum and a combined annual aggregate loss limit of
$125 million on the Centers located in California. Management believes that such insurance policies have
specifications and insured limits customarily carried for similar properties.

Qualification as a Real Estate Investment Trust ‘ o
The Company elected to be taxed as a REIT under the Internal Revenue Code of 1986, as amended (the
“Code™), commencing with its first taxable year ended December 31, 1994, and intends to conduct its
operations so as to continue to qualify as a REIT under the Code. As a' REIT, the Company generally will
not be subject to federal and state income taxes on its net taxable income that it currently distributes to
stockholders. Qualification and taxation as a REIT depends on the Company’s ability to meet certain
dividend distribution tests, share ownership requireménts and various qualification tests prescribed in the
Code. ‘

Employees

The Company and the Management Companies employ approximately 1,603 persons, including eight
executive officers, personnel in the areas of acquisitions and business development (4), property
management (258), leasing (83), redevelopment/construc‘tion (25), financial services (49) and legal affairs
(31). In addition, in an effort to minimize operating costs, the Company generally maintains its own
security -staff (617) and maintenance staff (530). Approximately 17 of these employees are represented by a
union. The Company believes that relations with its employees are good.
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ltem 2. Properties

The following table sets forth certain information about each of the Centers as of December 31, 2001:

Year of Year of Percentage
Company’s Original ~ Most Recent Mall and  of Mall and Sales Per
Ownership ) Construction/  Expansion/ Total  Free-standing  Free-standing Square
% Name of Center/Latanbn(i ) ) Acquisition  Renovation ‘ GLA(z) GLA GLA Leased Anchors Foor(3)
100% Boulder Plaza ' 1969/1989 1891 159,238 159,238 99.1% - $226
Boulder, Colorado
100%  Bristol Shopping Center(4) 1966/1986 1992 163,637 163,637 95.1% - - 264
Santa Ana, California
50% Broadway Plaza(4) 1951/1985 1994 698,815 253,318 96.4%  Macy’s (two), Nordstrom 624
- . Walnut Creek, California .
100%  Capitola Mall(4) 1977/1995 1988 586,735 197,018 99.0% Gottschalks, Macy’s(11), 334
Capitoia, Catifornia Mervyn's, Sears
100% Carmel Plaza 1974/1998 1993 115,215 ' 115,215‘ 86.3% = 379
Carmel, California .
100% Chesterfield Towne Center 1975/1994 1997 1,037,358 425,192 94.2% Dillard’s (two), Hechts, - 338
Richmond, Virginia Sears, J.C. Penney
100% Citadel, The 1972/1997 1995 1,040,917 445,577 .86.9% Dillard’s, Foley’s, J.C. 310
Colorado Springs, ' Penney, Mervyn’s
Colorado . '
100%  Corte Madera, Village at Corte 1985/1998 1994 429,839 211,839 91.9%  Macy’s, Nordstrom 538
Maders, California
100%  County East Mall 1966/1986 1989 493,895 175,335 93.7%  Sears, Gottschalks, 319
Antioch, Califorma Mervyn's(s)
100%  Crossroads Mall 197471994 1991 1267572 527,884 90.4% Dillard's, Foley's, J.C. 253
Oklahoma City, Oklahoma ) ) Penney(5)
100%  Fresno Fashion Fair 197071996 1983 874,316 313,435 949%  Gottschalks, J.C. Penney, 420
Fresno, California Magy's (two)
100%  Great Falls Marketplace 1997/1997 - 207,024 207,024 97.4% - 126
+ :*Gfeat Falls, Montana
100%  Greeley Mall 1973/1986 1987 576,564 233,202 89.3% Dillard’s (two), J.C. Penney, 234
Greeley, Colorado’ . Sears(5)
100%  Green Tree Mall(4) 1968/1975 1995 780,201 336,205 87.0%  Dillard’s, J.C, Penniey, Sears, 339
Clarksville, Indiana ) _ ’ Target
100%  Holiday Village Mall(4) 1959/1979 1992 566,905 263,067 75.0%  Herberger's, J.C. Penney, 218
, Great Falls, Montana : Sears(5)
100% Northgate Mall 1964/1986 1987 743,176 272,845 91.5%  Macy's, Mervyns, Sears 344
San Rafael, California } )
100% . Northwest Arkansas Mall 1972/1998 1997 823,514 309,844 95.6%  Dilland's (two), J.C. Penney, 309
Fayetteville, Arkansas Sears
100%  Pacific View 1965/1996 2001 1,237,237 401,064 983% J.C. Penney, Macy’s, 352
Ventura, California ’ Robinsons-May, Sears(5)
50%  Panorama Mall 1955/1979 1980 328,895 163,895 97.2% Wal-Mart ' 314
Panorama, California ) '
100%  Queens Center 1573/1995 1991 623,876 155,733 1000%  J.C. Penney, Macy’s S64
Queens, New York '
100%  Rimrock Mall 1978/1996 1980 609,560 294,120 92.8% Dillard’s (two), Herbergers, 303
Billings, Montana . J.C. Penney
100%  Salisbury, Cente at Salisbury, 1990/1995 1990 878,796 273,815 94.1%  Boscov’s, J.C. Penney, 348
Maryland Hechts, Sears(s)
100%  Santa Monica Place 1980/1999 1990 560,441 277,191 87.9%  Macy’s, Robinsons-May 358
Santa Monica, California '
100% South Plains Mall 1972/1998 1995 1,144,495 402,708 95.6%  Beall’s, Dillard's (two), J.C. 343
Lubbock, Texas ' Penney, Meryvn’s, Sears
100%  South Towne Center 1987/1997 1997 1241484 464972 863%  Dillard’s, ].C. Penney, 321
Sandy, Utah Mervyn’s, Target, Meier
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) Year of Year of Percentage
Company’s Original  Most Recent © Mall and  of Mall and Sales Per
Ownership Construction/  Expansion/ Total - Free-standing  Fr ding Square
% Name of Center/Location(1) Acquisition  Renovation GLA(2) GLA' - GLA Leased - " Anchors Foot(3)
100%  Valley View. Center 1973/1996 1996 - 1,504,818 446,921 89.9% ' Dillard’s, Foleys, J.C.- Penney, 296
Dallas, Texas .  Sears-
100%  Vintage Faire Mall 1977/1996 2001 1,033,816" 333,897 974%  Gottschalks, J.C. Penney, - . 386
Modesto, California - ' Macy’s (two), Sears -
19% West Acres 1972/1986 2001 954327 400772 '97.9%  Marshall Field's, Herberger's, 382
Fargo, North Dakota Lt : J.C. Penney, Sears '
100% Westside Pavilion - 1985/1998 * 20007 756412 398284 °  905% Nordstom, RobinsonsMay =~ 420
Los Angeles, California ‘ B
Total/ Average at December 31, 2001(a) 21,439,078 8,624,247 92.4% 3362
Pacific Premier Retail Trust Properties(b): }
51% Cascade Mall Burlington, 1989/ 1999 1998 584,549 260,313 820% The Bon Marche, $316
) Washington ) ' oo Emporium, J.C. Penney, ’
. - . - Sears,- Target <
51% Kitsap Mall _ 1985/1999 ' 1997 850,264 340,281 803% The Bon Marche, JC. | . o382
Silverdale, Washington Penney, Gottschalks,
. ) Mervyn's, Sears
51%  Lakewood Mall 1953/1975 2001 2,127,894 973,928 91.9% Home Depot, Targeus), JC. 339
Lakewood, California Penney, Macy's, '
‘ Mervyn'’s, Robinsons-May
51% Los Cerritos Center 1971/1999 1998 1,298,205 496,924 98.1% Macy’s, Mervyn’s, 453
Ceitos, California : ' Nordstrom, Robinsons-
May, ’
. - ‘ Sears
51% Redmond Town Cériter(4X6) "1997/1999 2000 1,152,905 1,152,905 95.6% (10) ' 336
Redmond, Washington ' ) ' ’
51%  Stonewood Mall4) 195371997 1991 927,505 356,758 967% ].C. Penney, Mervyms, 353
Downey, California Robinsons-May, Sears "
51% Washington Square 1974/1999 1995 1,357,417 423,081 955% J.C. Penney, Meier & Frank, 560
Portland, Oregon - Co Mervyn's, Nordstrom, '
Sears
Total/ Average Pacific Premier Retail Trust Properties 8,298,739 4,004,190 92.9% $401
SDG Macerich Properties, L.P. Properties: ’
50%  Eastland Mali(4) 197871998 1995 1,072,787 479,832 96.3% DeJong, Famous Barr, ].C. $381
Evansville, Indiana Penney, Lazarus, Service -
) Merchandise(9)
50% Empire Mall(4) 1975/1998 2000 1,286,193 596,086 919% Marshall Field's, ].C. Penney, 371
Sioux Falls, South Dakota B ’ Gordman's, Kohl's, Sears,
. ‘ : . . : Target, Younkers
50%  Granite Run Mall 1974/1998 1993 1,047,283 546,474 - 98.3% Boscov's, ].C. Penney, Sears: 299
Media, Permsylvania )
50% Lake Square Mall 1980/ 1998 1992 ¢ 560975 1264938 913% Belk, J.C. Penney, Sears, C 266
Leesburg, Florida . Target | . .
50% Lindale Mall 1963/1998 1997 ) 693,366 387,803 86.5%  Sears, Von Maur,‘You.nkers 293
Cedar Rapids, lowa
50% Mesa Mall 1980/1998 1991 855,520 429,703 921% Herberger's, ].C. Penney, 318
» Grand Junction, Colorado - Mervyn's, Sears, Target
50% NorthPark Mall . 1973/1998 2001 1,056,596 405,063 94.7% J.C. Penney, Dillard's(8), 240
Davenport, lowa Sears, Von Maur,
Younkers
50% Rushmore Mall 1978/1998 1992 835,138 430,478 96.1%  Herberger's, J.C. Penney, T 294
Rapid City, South Dakota Sears, Target
50%  Southem Hills Mall 1980/1998 ‘ - 750,675 437,098 92.3%  Sears, Target, Younkers 309
Sioux City, Iowa
50%  SouthPark Mall 1974/1998 © 1990 1032672 454,616 89.0%  Dillard's(8), J.C. Penney, 224
Moline, Hiinois Sears, Yourkers, Von
Maur - .
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Year of Year of Percentage
Company’s Original  Most Recent Mail and - of Mall and Sales Per
Ownership ) Construction/ . Expansion/ Total  Free-standing  Free-standing Square
% Name of Center/Location(1) « Acquisition - Renovation GLA(2) GLA  GLA Leased ‘Anchors Foot(3)
50%  SouthRidge Mal 1975/1998 1998 1,004,889 507,083 819%  Sears, Younkers, 210
Des Moines, Jowa J.C. Penney, Target(5)
50%  Valley Mall 1978/1998 1992 511,889 197,026 968% Belk, J.C. Penney, Wal-Mart, 289
Harrisonburg, Virginia Peeble’s
Total/Average SDG Macerich Properties, L.P. Properties 10707983 © 5,136,200 92.1% 5293
Grand Total/ Average at December 31, 2001(c) 40,445,800 17,764,637 92.4% $350
Major Redevelopment Properties: - B
100%  Crossroads Mall(4) 1963/1979 1998 533,933 215,496 (7 Foley’s, Sears(5) 7
Boulder, Colorado i ' .
100%  Park Lane Mall4) 1967/1978 1998 371296 241,576 (7 Gotuschalks - @
Reno, Nevada ‘ ’
Total Major Redevelopment Properties 905,229 457,072
Grand Total at December 31, 2001 41,351,029 18,221,709

a) WﬁngﬁMhMﬂ Trust Properties, SDG Macerich Propertics, L., Properties and Major Redevelopment Properties

&) Includes five contiguous freestanding properiies
¢) Exluding Major Redevelopment Properties

(1) Thebndundaiyngdum*mmzfﬂw&nmnmwwdmﬁzmrdy@vﬂw@mry

in the case of jointly-owned Centers, byti)e]mntvmmmpwtypaﬂmthmbmlwd

liability company. All or part of the land wnderlying the remaining Centers is owned by third parties and leased to the Company, property partmership or lmited Eability company

pursuant to omg-term ground leases. Under the terms of a typical ground lease, the Company, property

permership or mited Eability company pays rent for the use of the land and

& generally responsible for all costs and expenses assoctated with the building and improvements, In some cases, the Company, property partnership or rasted Babifity company has
anoynbnornghtg’ﬁmrw.saltopmrha;edxelmdThftemdmtzbndafesafﬁwgﬁundlmmmngeﬁvm%ﬂzmzam .

(2) Inchudes GLA attributable to Anchors (whether owned or non-owned) and Mall and Freestanding Stoves as of December 31, 2001,

(3) Sales are based on reports by rewilers leasing Mall and Freestanding Stores for the year ending December 31, 2001 for tenants which have occupied such stores for a minimum of
" owelve months, Sales per square foot are based on tenants 10,000 square feet and under, excuding theaters, thar ocoupied their space for the entire year.

. /4}Poﬂwmqfﬂwkzndmu4ﬂdztlw&rmumwdammhmmmwmmgmmikwa

(5] These properties have a vacant Anchor location, MW@UWMgW@WWﬂ/mWWWﬁMWm

(6) Mlﬂk‘fpoﬂwng’zhumwi-mfdembpmmtdmmlmmdw.

(7) Certasn spaces have been. intentionally held off the market and remain mmmmwezfmzymm@mmp&w As a result, the Company believes the pereentage of Mall and

7,

J

is not ingfil data.

Freestanding GLA hmed and the sales per square foor at these major

¥

FIA

(8) Montgomery Wand filed for bankruptcy on December 28, 2000 and announced the dasing of all its stores including the seven located ar the Centers. Mortgomery Ward assigned
o of these leases to Dillard’s (at NovthPark Mall and SouthPark Mall) and one to Target (at Lakewvod Mall). The Target store is scheduled to open in late 2003.

(9) Service Merchandise closed this store in February 2002. They filed for bankruprey in March 1999 and recently announced plans to close all of their stores in 2002.

(10) Federated Department Stores will open a new Bon Marche store at Redmond Town Center in the Fall of 2003.

(21) Macy’s will gpen a store at Capitola Mall in May 2002,
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Mortgage Debt )

The following table sets forth certain information regarding the mortgages encumbering the Centers,
including those Centers in which the Company has less than a 100% interest. The information set forth
below is as of December 31, 2001. '

Earliest Date
on which all

] Annual - Balance  Notes Can
Annual  Principal  Debt Due on  Be Defeased
Property Pledged Fixed or Interest  Balance Service  Maturity Maturity or Be
As Collateral . Floating  Rate (000s) (000’s) Date  (000s) Prepaid
Wholly-Owned Centers:
Capitola Mall(1) . Fixed . 7.13% $ 47,857 §$ 4,558 5/15/2011 § 32,724 Any Time
Carmel Plaza Fixed 8.18% 28,358 2,421 5/1/2009 25,642 Any Time
Chesterfield Towne Center(2) Fixed 9.07% 62,742 6,580 1/1/2024° 1,087 1/1/2006
Citadel ' - Fixed” 7.20% 70,708 6,648 1/1/2008 59,962 1/1/2003
Corte Madera, Village at Fixed 7.75% 70,626 6,190 11/1/2009 62,941 10/4/2003
Crossroads Mall-Boulder Fixed 7.08% 34,025 3,948 12/15/2010 28,107 Any Time
Fresno Fashion Fair Fixed 6.52% 68,724 4,561 8/10/2008 62,890 Any Time
Greeley Mall .  Fixed 850% 14348 2,245 9/15/2003 12,519 . Any Time
Green Tree Mall/Crossroads-OK/ '
Salisbury Fixed 7.23% 117,714 8499  3/5/2004 ' 117,714 Any Time
Northwest Arkansas Mall Fixed 7.33% 59,867 5,209 1/10/2009 49,304 1/1/2004
Pacific View(3) o . Fixed 7.16% 88,715 7,221 8/31/2011 76,658 9/1/2003
Queens Center ™ ) . Fixed 6.88% 98,278 . 7.595 3/1/2009 88,651 2/4/2002
Rimrock Mall(4) Fixed 7.45% 45966 3,841 10/1/2011 40,025 10/10/2003
Santa Monica Place ' Fixed  7.70% 84,275 ' 7,272 11/1/2010 75,439 3/1/2003
South Plains Mall - . Fixed 8.22% 63,474 5,448 3/1/2009 57,557 2/17/2002
South Towne. Center ' Fixed 6.61% 64,000 4,289 10/10/2008 64,000 Any Time
Valley View Mall -Fixed 7.89% . 51,000 4,080 10/10/2006 51,000 Any Time
Vintage Faire Mall Fixed 7.89% 69,245 6,099  9/1/2010 61,372+ .Any Time
. Westside Pavilion - Fixed 6.67% 99,590 6,529 7/1/2008 91,133 Any Time
Total-Wholly Owned Centers ' $1,239,512 ) ‘
Joint Venture Centers (at pro rata share): )
Broadway Plaza (50%)(5) : Fixed 6.68% § 35328 3,089  8/1/2008 29,315 Any Time
Pacific Premier Retail Trust (51%)(5): : : .
Cascade Mall ) Fixed 6.50% = 12,642 1,461  8/1/2014 . 141 Any Time
Kitsap Mall/Kitsap Place(6) . Fixed 806% 31,110 2,755  6/1/2010 28,143 Any Time
Lakewood Mall(7) Fixed 7.20% - 64,770 4,661 8/10/2005 64,770 Any Time
Lakewood Mall(8) Floating  4.38% 8,224 372 7/25/2003 8,224 Any Time
Los Cerritos Center | Fixed 7.13% 59,385 5,054  7/1/2006 54,955 6/1/2002
North' Point Plaza : ‘ Fixed  6.50% 1,747 190 12/1/2015 47 2/7/2004
Redmond Town Center-Retail . Fixed  6.50% 31,564 2,686  2/1/2011 23,850 Any Time
Redmond Town Center-Office Fixed - 6.77% 44,324 3,575 7/10/2009 26,223 6/1/2002
Stonewood Mall - : " Fixed 7.41% - 39,653 3,298 12/11/2010 36,192 3/19/2003
Washington Square .’ . Fixed 6.70% 58339 5051 1/1/2009 48289 . 3/1/2004
Washington Square Too Fixed 6.50% 6,088 634 12/1/2016 . 116 2/17/2004
SDG Macerich Properties L.P. (50%)(5%9) " Fixed 6.54% 185,306 13,440 5/15/2006 185,306 Any Time
SDG Macerich Properties L.P. (50%)(5)(9) - Floating  2.39% 92,250 6,568 5/15/2003 92,250 Any Time
- SDG Macerich Properties L.P. (50%)(5)(9) Floating  2.27% 40,700 . 1,425 5/15/2006 40,700 Any Time
West Acres Center (19%)(5) . Fixed 6.52% ' 7425 681  1/1/2009 5,684 1/4/2002
West Acres Center (19%)(5)(10) Fixed 9.17% 1,854 212 1/1/2009 1,517 Any Time
- Total-Joint Venture Centers(5) $ 720,749
Total-All Centers $1,960,261
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Notes:

(1) On May 2, 2001, the Company refinanced the debt on Capz‘tola‘MaZZ, The prior loan of $36.4 million was paid in full and a new
note was issued for $§48.5 million bearing interest at a fixed rate of 7.13% and matim‘ng May 15, 2011.

(2) The annual debt service payment represents the payment of principal and interest, In addition, contingent interest, as defined in the
loan agreement, may be due to the extent thar 35% of the gross receipts (as defined in the loan agreement) exceeds a base amount
specified therein, Contingent interest recognized was $583,751, $416,814 and $385,556 for the years ended December 31, 2001, 2000
and 1999, respectively.

(3) This loan was issued on fuly 10, 2001 for $89.0 million, and may be increased up to $96.0 million, subject to certain conditions.

(4) On October 9, 2001, the Company refinanced the debt on Rinirock Mall. The prior loan of $29.3 million was paid in full and a new
note was issued for $46.0 million bearing interest at a fived rate of 7.45% and maturing October 1, 2011. The Company incurred a
loss on early extinguishment of the prior debt in October 2001 of 31.7 million,

(5) Reflects the Company’s pro rata share of debt.

(6) The loan is interest only until December 31, 2001. Effective January 1, 2002, monthly principal and interest of $450,150 will be
payable through maturity. The debt is cross-collateralized by Kitsap Mall and Kitsap Place.

(7) In connection with the acquisition of this property, the joint venture assumed $127.0 million of collateralized fixed rate notes (the "
“Notes”). The Notes bear interest at an averége Sfixed rate of 7.20% and mature in August 2005. The Notes require the joint venture
to deposit all cash flow from the property operations with a trustee to meet its obligations under the Notes. Cash in excess of the ‘
required amount, as defined, is released, Included in cash and cash equivalents is $750,000 of restricted cash deposited with the
trustee at December 31, 2001 and at December 31, 2000. -

(8) On july 28, 2000, the joint venture placed a $16.1 million ﬁoétz'ng rate note on the property bearing interest at LIBOR plus 2.25%
and matyring July 2003. At December 31, 2001, the total interest rate was 4.38%. ' ’

(9) In connection with the acquisition of these Centers, the joint venture assumed $485.0 million of mortgage notes payable, which are
collateralized by the properties, At acquisition, the $300.0 million fixed rate portion of this debt reflected a fair value of
8322.7 million, which included an unamortized premium of $22.7 million. This premium is being amortized as interest expense over
the life of the loan using the effective interest method. At December 31, 2001 and December 31, 2000, the unamortized balance of the
“debr premium was $13.5 million and $16.1 million, respectively. This debt is due in May 2006 and requires monthly payments of
$1.9 million. $184.5 million of this debt is due tn May 2003 and requires monthly interest payments at a variable weighted average
rate (based on LIBOR) of 2.39% and 7.21% at December 31, 2001 and December 31, 2000, respectively. This variable rate debt is
covered by an interest rate cap agreement, which ¢ffectively prevents the interest rate from exceeding 11.53%. On Apnil 12, 2000, the
Jotnt venture issued $138.5 million of additional morigage notes, whz'é}z are collateralized by the properties and are due in May 2006,
857.1 million of this debt requires fixed monthly inierest payments of 387,000 at a weighted average rate of 8.13% while the
fleating rate notes of $81.4 million require monthly interest payments at a variable weighted average rate (based on LIBOR) of
2.27% and 7.08% at December 31, 2001 and 2000, respectively. This variable rate debt is covered by an interest rate Eap agreement,

which effectively prevents the interest rate from exceeding 11.83%.

(10} On September 27, 2001, the joint venture placed a 310.0 million loan on the property bearing interest at a fixed rate of 9.17%
maturing December 1, 2009, : : ) '

The Company has a credit facility of $200.0 million with a maturity of May, 2002 with a right to extend
the facility for one year subject to certain conditions. The interest rate on such credit facility fluctuates
between 1.35% and 1.80% over LIBOR, depending on leverage levels. As of December 31, 2001 and
December 31, 2000, $159.0 million and $59.0 million of borrowings were outstanding under this line of
credit at interest rates of 3.65% and 7.90%, respectively.
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Additionally, as of December 31, 2001, the Company has obtained $0.8 million in letters of credit
guaranteeing performance by the Company of certain obligations relating to the Centers. The Company
"does not believe that these letters of credit will result in a.liability to the Company. ‘

During January 1999, the Company entered into a bank construction loan agreement to fund $89.3 million
of costs related to thé redevelopment of Pacific View. The loan bore interest at LIBOR plus 2.25% through
2000. In January 2001, the interest rate was reduced to LIBOR plus 1. 75% and the loan was scheduled to

mature February 2002. Principal was drawn as construction costs were incurred. As of December 31, 2000,

$88.3 million of pnnc1pal had been drawn under the loan at an interest rate of 8.63%. On July 10, 2001, the
Company paid off this loan in full and a permanent loan was issued for $89.0 million, which may be ‘
increased up to $96.0 million subject to certain conditions, bearing interest at a fixed rate of 7.16% and
maturing August 31, 2011. | ‘ L

During 1997, the Company issued and sold $161.4 million of convertible subordinated debentures (the
“Debentures”). The Debentures, which were sold at par, bear interest at 7.25% annually (payable -
semi-annually) and are convertible into common stock-at any time, on or after 60 days from the date of
issue at a conversion price of $31.125 per share. In November and December 2000, the Company
purchased and retired $10.6 million of the Debentures. The Company recorded a gain on early
extinguishment of debt of $1.0 million related to the transaction. In December 2001, the Company
purchased and retired an additional $25.7 million of the Debentures. The Debentures mature on
December 15, 2002 and are callable by the Company after June 15, 2002 at par plus accrued interest. The
Company is negotiating a credit facility with its bank group in which the proceeds are intended to retire
the Debentures. The Company expects to put this facility in place durmg 2002 and fully retire the
Debentures prior to their maturity. ‘ ‘ i :

item 3. Legal Proceedings. ‘
The Company, the Operating Partnership, the Management Companies and ‘their respective affiliates are
not currently involved in any material litigation nor, to the. Company’s knowledge, is any material
litigation currently threatened against such entities or the Centers, other than routine l1t1gat10n arising in
the ordinary course of business, most of which is expected to be covered by liability insurance. For
information about certain environmental matters, see “Business—Environmental Matters.”

Item 4. Submission of Matters to a Vote of Secu.rity Holders.

None.
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Part I

Item 5. Market for Registrant’s' Common Equity and Related Stockholder Matters.

The common stock of the Company is listed and traded on the New York Stock Exchange (“NYSE”) under
the symbol “MAC”. The common stock began trading on March 10, 1994 at a price of $19 per share. In
2001, the Company’s shares traded at a high of $§26.70 and a low of $18.75.

As of February 28, 2002, there were approximately' 551 stockholders of record. The following table shows
high and low closing prices per share of common stock during each quarter in 2000 and 2001 and
dividends/distributions per share of common stock declared and paid by quarter:

} Marker Quotation Per Share Dividends/ Distributions
Quarters Ended High Low Declared and Paid
March 31, 2000 $23.94 $19.00 $0.51
June 30, 2000 . 24.00 20.44 0.51
September 30, 2000 _ . : 24.75 20.25 0.51
December 31, 2000, ' o 20.75. 18.44 0.53
March 31, 2001 > 32195 $18.75 30.53
June 30, 2001 24.80 21.31 0.53
September 30,2001 ' 25.20 2150 ©0.53
December 31, 2001 - . : 26.60 21.85 s 0.55

The Company has issued 3,627,131 shares of its .Series A cumulative convertible redeemable preferred stock
(“‘Series A Preferred Stock™), and 5,487,471 shares of its Series B cumulative convertible redeemable
preferred stock (“Series B Preferred Stock™). The Series A Preferred Stock and Series B Preferred Stock can
be converted into shares of common stock on a one-to-one basis. There is no established public trading
market for either the Series A Preferred Stock or the Series B Preferred Stock. All of the outstanding shares
of the Series A Preferred Stock are held by Security Capital Preferred Growth Incorporated. All of the
outstanding shares of the Series B Preferred Stock are held by Ontario Teachers’ Pension Plan Board. The
Series A Preferred Stock and Series B Preferred Stock were issued on February 25, 1998 and June 16, 1998,
rc_espectivély. Preferred stock dividends are accrued quarterly and paid in arrears. The Series A Preferred
Stock and Series B Preferred Stock can be converted on a one for one basis into common stock and will
pay a quarterly dividend equal to the greater of $0.46 per share, or the dividend then payable on a share of
common stock. No dividends will be declared or paid on any class of common or other junior stock to the
extent that dividends on Series A Preferred Stock and Series B Preferred Stock have not been declared
and/or paid. The following table shows the dividends per share of preferred stock declared and paid for
each quarter in 2000 and 2001:

Series A Preferred Stock Dividends Series B Preferred Stock Dividends
Quarters Ended ' Declared Paid Declared Paid
March 31, 2000 $0.51 . $0.51 $0.51 $0.51
June 30, 2000 ' $0.51 $0.51 . $0.51 $0.51
September 30, 2000 - $0.53 $0.51 $0.53 $0.51
December 31, 2000 $0.53 " $0.53 $0.53 $0.53
Quarters Fnded
March 31, 2001 $0.53 $0.53 $0.53 $0.53
June 30, 2001 ‘ ' $0.53 5053 $0.53 $0.53
September 30, 2001 $0.55 $0.53 $0.55 $0.53
December 31, 2001 $0.55 $0.55 $0.55 $0.55
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ltem 6. Selected Financial Data. :

The following sets forth selected financial data for the Company on a hlstoncal basis. The following data
should be read in conjunction with the financial statements (and the notes thereto) of the Company and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” each included
elsewhere in this Form 10-K. '

The Selected Financial Data is presented on a consolidated basis. The limited partnership interests in the
Operating Partnership (not owned by the REIT) are reflected as minority interest. Centers and entities in
which the Company does not have a controlling ownership interest (Panorama Mall, North Valley Plaza,
quadway Plaza, Manhattan Village, MerchantWired, LLC, Pacific Premier Retail Trust, SDG Macerich ‘
Properties, L.P. and West Acres Shopping Center) are referred to as the “Joint Venture Centers.” Effective .
March 29, 2001, Macerich Property Management Company merged with and into Macerich Property
Management Company, LLC ("MPMC, LLC”). MPMC, LLC is a single-member Delaware limited liabiliry
company and is 100% owned by the Operating Partnership. The ownership structure of Macerich
Management Company has remained unchanged. The Joint Venture Centers and the Management
Companies (exclusive of MPMC, LL.C) are reflected in the selected financial data under the equity method
of accounting. Accordingly, the net income from the Joint Venture Centers and the Management
Compames that is allocable to the Company is included in the statement of operations as “Equity in
income (loss) of unconsolidated joint ventures and Management Compames " Effecrive March 29, 2001, ‘the
Company consolidated the accounts for MPMC, LLC. ‘
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(All amounts in thousands, except per share data)

) The Company
. 2001 2000 1999 1998 1997

OPERATING DATA:

Revenues: .
Minimum rents $201,481 § 195,236 § 204,568 § 179,710 3 142,251
Percentage rents 12,394 12,558 15,106 12,856 9,259
Tenant recoveries 109,163 104,125 99,126 86,740 . 66,499
Other 11,535 8,173 8,644 4,555 3,205

Total revenues ) 334,573 320,092 327,444 283,861 221,214

Shopping center and operating expenses(1) 110,827 101,674 100,327 89,991 70,901

REIT general and administrative expenses 6,780 5,509 5,488 4,373 2,759

Depreciation and amortization 65,983 61,647 61,383 53,141 41,535

Interest expense N 109,646 108,447 113,348 91,433 66,407

Income before minority interest, unconsolidated entities, extraordinary item and . .
cumulative effect of change in accounting principle 41,337 42,815 46,898 44,923 39,612

Minority interest(2) (19,001) (12,168) (38,335) (12,902) (10,567)

Equity in income (loss) of unconsolidated joint ventures and management . i
companies(1) 32,930 30,322 25,945 14,480 (8,063)

Gain (loés) on sale of assets 24,491 (2,773) 95,981 9 1,619

Extraordinary loss on early extinguishment of debt ©(2,034) (304) (1,478) (2,435) (555)

Cumulative effect of change in accounting principle(3) - (963) Co- - -

Net income 77,723 56,929 129,011 44,075 22,046

Less preferred dividends 19,688 18,958 18,138 11,547 -

Net income available to common stockholders

$ 58,035 § 37,971 $ 110,873

$ 32,528 $ 22,046

Barnings per share-basic:(4)

Income before extraordinary item and cumulative effect of change in

accounting principle $§ 176 § 114 8§ 330 8§ 114 § 086
Extraordinary item . 0.04) (0.01) (0.04) (0.08) (0.01)
Cumulative effect of change in accounting principle - (0.02) - - -

Nét income per share-basic $ 1728 1118 32683 106 § 085

Earmings per share-diluted:(4)(7)(8)
Income before extraordinary item and cumulative effect of change in

accounting principle $§ 176 $§ 114 8§ 301 8§ 111 § 086
Extraordinary item (0.04) (0.01) 0.02) (0.05) (0.01)
Cumulative effect of change in accounting principle - (0.02) - - -

Net income per share—diluted $ 172§ 111§ 299 85 106 § 085
OTHER DATA:
Funds from operations—diluted(5) $175,068 $ 167,244 §$ 164,302 $ 120,518 $ 83,427
EBITDA(6) $216,967 §212,909 § 221,629 § 189,497 3 147,554
EBITDA, including joint ventures at pro rata(6) $323,798 $ 314,628 $ 301,803 § 230,362 $ 154,140
Cash flows provided by (used in):
Operating activities $140,506 $ 121,220 $ 139,576 $ 85,176 § 78,476
Investing activities $(57,319) $ 2,083 $(243,228) $(761,147) $(215,006)
Financing activities $(92,990) $(127,485) $ 118,964 § 675,960 $ 146,041
Number of centers at year end 50 51 52 47 30
Weighted average number of shares outstanding-basic(7) 44,963 45,050 46,130 43,016 37,982
Weighted average number of shares outstanding—diluted(5)(7)(8) 58,902 59,319 60,893 43,628 38,403
Cash distributions declared per common share § 21435 206 5 1965 8§ 1865 § 178
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(All

amounts in thousands) . o
. The Company

_ ] ) December 31,

2001 2000 1999 1998 1997

BALANCE SHEET DATA: ‘ ] ) . } .
Investment in real estate (before accumulated deprecmatlon) a $2,227,833  $2,228,468 - $2,174,535 $2,213,125  $1,607,429
Total assets : o o o $2,294,502.  $2,337,242° . .$2,404,293 32,322,056 - $1,505,002
Total mortgage, notes and debenmres payable 81,523,660 ' $1,550,935  §1,561,127- 81,507,118  $1,122,959
Minority interest(2) $ 113,986 § 120500 § 129,295 § 132,177 § 100,463
Series A and Series B Preferred Stock : ) $ 247,336 § 247,336 $ 247,336 $ 247,336 V=
Common stocklitlders’ equity i : : $ 348,954 $ 362,272 - $-401,254 $ 363,424 $ 216,295

e

2
)

Unconsolidated joint ventures include all Centers and entities in which the C‘émpzzny does not have a controlling ownership interest and for
Macerich Management Company and Macerich Manhattan Management Company faf all perivds presented and for Macerich Property
Management Company through March 28, 2001, Effective March 29, 2001, the Macerich Property Management Company merged with and
into Macerich Property Management Company, LLC (“MPMC, LLC”). The Company accounts for the Management Companies (exclusive of
MPMC, .LLC), and joint ventures using the equity method of accounting. Effective March 29, 2001, the Company. consolidated.the accounts
Jfor MPMC, LLC. ‘ .

“Minority Interest” reflects the ownership interest in the Operating Partnership not owned by the REIT.

In December 1999, the. Securities and Exchange Committee issued Staff Accounting Bulletin' 101, “Revenue Recognition in Financial
Statements” (“SAB 1017)), which became effective for periods beginning aﬁer December 15, 1999. This bulletin modified the timing of revenue
recognition for percentage rent received from tenants. This change will defer recognition of a stgnificant amount of percentage rent for the first
“three calendar quarters into the fourth quarter. The Company applied this change in accounting principle as of January 1, 2000. The

- cumulative effect of this change in accounting principle at the adoption’ date.of Jannary 1, 2000, tncluding the pro rata share of joint

| ventures, was, approximately $1.8 million. If the Company had recorded percentage rent-using the methodology prescribed in SAB 101, the

Company’s net income avatlable to common stockholders would have been reduced by 51.3 mz[]zan or 80.02 per diluted share, §1.1 szZzon or

$0.025 per dzlutfd share and $0.6 million or 30 016 per diluted sharz Jor the yedrs ended December 31, 1999, 1998 and 1997, respectzvely

4
)

6)

)
)

R

Earnings per share is based on Statement of anam‘za[ Aa‘auntzng Standards No. 128 (“SFAS Ne. ‘1255”) for all year.v prfsmzef{.

Funds from Operations (“FFO’)) represents net income (loss) (computed in accordgnce with generally accepied accounting principles- . 1 &
(“GAAP")), excluding gains (or losses) from debt restructuring, sales or write-down of assets and cumulative effect of c/umge in accomzﬁng
principle, plus depreciation and amortization (excluding Azpreciation on personal property and amortization of loan and ﬁmm‘zzzl zmmgmmt
costs), and afier adfustments for unconsolidated entities. Adfustments for unconsolidated entities are calculated on the same basis. FFO' doey
not represent cash flow from operations as defined by GAAP and is not necessanily indicative of cash available to Sfund all cash Sow nefdr
FFO, as presented, may not be comparable to similarly titled measures reported by other real estate investment trusts. The computation qf
FFO-~diluted and weighted average number of shares outstanding-diluted includes the effect of outstanding common stock options and
restricted stock using the treasury method. The convertible debentures are dilutive for the twelve month periods ending December 31; 2001,
2000 and 1999 and are included in the FFO calculation. On February 25, 1998, the Company-sold $100 million of its Series A Preferred® - )
Stock. On fune 17, 1998, the Company sold $150 million of its Series B Preferred Stock. The preferred stock can be converted on q ‘
one-for-one basis for common stock. The preferred stock was dilutive to FFO in 2001, 2000, 1999 and 1998 and the preferred stock and the
convertible debentures were dilutive to net income in 1999. :

EBITDA represents earnings before interest, income taxes, depreciation, amortization, minority interest, equity in income (loss) of -
unconsolidated entities, extraordinary items, gain (loss) on sale of assets, preferved dividends and cumsilative effect of change in accounting
principle. This data is relevant to an understanding of the economics of the:shopping center business as it indicates cash Sflow available from
operations to service debr and satisfy certain fixed obligations. FBITDA should not be construed by the reader as an alternative to operating
income as an indicator of the Company’s operating performance, o to cash flows from operating activities {as determined in accordance with
GAAP) or as a medsnre af liguidity. EBITDA, as pre;sentfd may not be ramparablf to similarly ritled mezz.;ures rq:ortfd by other com;mmz.s

A::umes that zzll OP Units are converted to common stock

Assumes issuance of common stock for m-r/‘zf-money‘opn’am and restricted stock calculated using the Treasury method in accordance with
SFAS No. 128 for all years presented, :
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item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

General Background and Performance Measurement

The Company believes that the most significant measures of its operating performance are Funds from
Operations (“FFO”) and EBITDA. FFO is defined as net income (loss) (computed in accordance with
GAAP), excluding gains (or losses) from debt restructuring, sales or write-down of assets and cumulative
effect of chénge in accounting principle, plus depreciation and amortization (excluding depreciation on
personal property and amortization of loan and financial instrument costs), and after adjustments for
unéonsolidat'ed entities. Adjustments for unconsolidated entities are calculated on the same basis. FFO does
not represent cash flow from operations as defined by GAAP and is not necessarily indicative of cash
available to fund all cash flow needs. FFO, as presented, may not be comparable to similarly titled
measures reported by other real estate investment trusts.

EBITDA represents earnings before interest, income taxes, depreciation, amortization, minority interest,
equity in income (loss) of unconsolidated entities, extraordinary items, gain (loss) on sale of assets,
preferred dividends and cumulative effect of change in accounting principle. This data is relevant to an
understanding of the economics of the shopping center business as it indicates cash flow available from
operations to service debt and satisfy certain fixed obligations. EBITDA should not be construed as an
alternative to operating income as an indicator of the Company’s operating performance, or to cash flows
from operating activities (as determined in accordance with GAAP) or as a measure of liquidity. EBITDA,
as presented, may not be comparable to similarly titled measures feported by other companies. While the
performance of individual Centers and the Management Companies A‘cvletermines EBITDA, the Company’s
capital structure also influences FFO. The most important component in determining EBITDA and FFO is
Center revenues. Center revenues consist primarily of minimum rents, percentage rents and tenant expense
recoveries. Minimum rents will increase to the extent that new leases are signed at market rents that are
higher than prior rents. Minimum rents will also fluctuate up or down with changes in the occupancy
level. Additionally, to the extent that new leases are signed with more favorable expense recovery terms,

. expense recoveries will increase. ' ’ '

Percentage rents generally increase or decrease with changes in tenant sales. As leases roll over, however, a
portion of historical percentage rent is often converted to minimum rent. It is therefore common for
percentage rents to decrease as minimum rents increase. Accordingly, in discussing financial performance,
the Company combines minimum and percentage rents in order to better measure revenue growth.

The following discussion is based primarily on the consolidated financial statements of the Company for
the years ended December 31, 2001, 2000 and 1999. The following discussion compares the activity for the
year ended December 31, 2001 to results of operations for the year ended December 31, 2000. Also
included is a comparison of the activities for the year ended December 31, 2000 to the results for the year
ended December 31, 1999. This information should be read in conjunction with the accompanying
consolidated financial statemeénts and notes thereto. '

Forward-Looking Statements

This annual report on Form 10-K contains or incorporates statements that constitute forward-looking
statements. Those statements appear in a number of places in this Form 10-K and include statements
regarding, among other. matters, the Company’s growth, acquisition and redevelopment opportunities, the
Company’s acquisition and other strategies, regulatory matters pertaining to compliance with governmental
regulations and other factors affecting the Company’s financial condition or results of operations. Words

22 MACERICH 2001 Financial Statements




FTINLS 3s cs 23 et : 21 es

such as “expects,” “anticipates,” “intends,” “projects,” “predicts,
and “‘should” and variations: of these words and similar. expressions, are used in many cases to identify
these forward-looking statements..Stockholders -are cautioned that any such forward-looking statements are
not guarantees-of future performance and involve risks, uncertainties and- other factors thdt may cause
aactual results, performance or achievements.of the Company or industry to vary materially from the
Company’s future results, performance or achievements, or those of the industry, expressed or implied in
such forward-looking statements. Such factors include the matters described herein and the following
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plans,” “believes,” “seeks,” “estimates,”

factors among others: general industry, economic and business conditions, which will, among other things,
affect demand for retail space or retail goods, availability and creditworthiness of current and prospective
tenants, tenant bankruptcies, Iease rates and terms, avaﬂabdlty and cost of financing, interest rate
fluctuations and operating expenses; adverse changes in the real estate markets 1ncludmg, among other
things, competition from other companies, retail formats and technolog1es, risks of real estate
redevelopment, acquisitions and- dispositions; governmental actions and initiatives (including legislative and
regulatory changes); environmental and safety requirements; and-terrorist activities that could adversely
affect all of the above factors. The Company will not update any forward-looking information to reflect
actual results or changes in the factors affecting the forward-looking information.

The following table reﬂects the Company § acquisitions in 1999. There were no acquisitions in 2001 or
2000 o ’ s - -

Date Acquired ’ . . 4 Location

“1999 Acquisition Centers’”:

Pacific Premier Retail Trust(*) - - February 18, 1999 Three regional malls, retail component of a mixed-use development and
. _five contiguous properties in. Washingron and Oregon. The office
componem of the mixed-used development was acquired July 12, 1999.

PPR Albany Plaza LLC(*) © " February 18, 1999 “Two non- contiguous ‘community shoppmg Centers located in Oregon
PPR Eastland Plaza LLC(*) S and Ohio, respectively.

Los Cerritos Center(*) June 2, 1999 - Cerritos, California

Santa Monica Place - : ’ 'Octob'er 29, 1999 Santa Monica, California

(%) denotes the Company owns ils interests in r/zm:’ Cmters I/mmgh an unconsolzdatfd Joint venture or thmugh one of the Management

Compzzmes
.

The ﬁnanc1al statements. mclude the results of these Centers for periods’ subsequent to their
acquisition.

On February 18, 1999,-the Company formed Pacific Premier Retail Trust (“PPRT”), a-51/49 joint
venture with Ontario. Teachers” Pension Plan Board (“Ontario T eachers™), which closed on the
acquisition of three regional malls, the retail component of a mixed-use development, five contiguous
properties and two. non-contiguous community shopping centers comprising approximately 3.6 million
square feet for a total purchase price of approximately $427.0 million. On-July 12, 1999, the Company
closed on the acquisition of the office component of the mixed-use development for a purchase price
of approximately $111.0 million.

On ]une 2, 1999, Macerich Cerritos, LLC (“‘Cerritos™), a wholly-owned subsidiary of Macerich
Management Company, acquired Los Cerrltos Center, a 1,302,374 square foot super regional mall in
Cemtos Cahforma The total purchase pnce was $188.0 million, which was funded with

$120.0 million of debt placed concurrently with the closing and a §70.8 mﬂhon loan from the
Company.

On October 26, 1999, 49% of the membership interests of Macerich Stonewood, LLC (“Stonewood™),
Cerritos and Macerich Lakewood, LLC (‘‘Lakewood™), were sold to Ontario Teachers” and
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concurrently Ontario Teachers’” and the Company contributed their 99% collective membership
interests in Stonewood and Cerritos and 100% of their collective membership interests in Lakewood to
PPRT, a real estate investment trust, owned approximately 51% by the Company and 49% by Ontario
Teachers. Lakewood, Stonewood, and Cerritos own Lakewood Mall, Stonewood Mall and Los Cerritos
Center, respectively. The total value of the transaction was approximately $535.0 million. The
properties were contributed to PPRT subject to existing debt of $322.0 million. The net cash proceeds
to the Company were approximately $104.0 million,. which were used for reduction of debt and for
general corporate purposes. Lakewood and Stonewood are referred to herein as the “Contributed JV
Assets.”

On October 27, 1999, Albany Plaza, a 145,462 square foot community center, which was owned 51%
by the Macerich Management Company, was sold. '

On October 29, 1999, Macerich Santa Monica, LLC, a wholly-owned indirect subsidiary of the
Company, acquired Santa Monica Place, a 560,421 square foot regional mall located in Santa Monica,
California. The total purchase price was $130.8 million, which was funded with $80.0 million of debt
placed concurrently with the closing with the balance funded from proceeds from the PPRT
transaction described above. Santa Monica Place is referred to herein as the “1999 Acquisition Center.”

On November 12, 1999, Eastland Plaza, a 65,313 square foot community center, which was 51%
owned by the Macerich Management Company, was sold.

On November 16, 1999, the Company sold Hunﬁngton Center. Huntington Center is a shopping
center located in Huntington Beach, California that was purchased by the Company in

December 1996. The Center was purchased as part of a package with Fresno Fashion Fair in Fresno,
California, and Pacific View (formerly known as Buenaventura Mall) in Ventura, California. The
Center was sold for $48.0 million and the net cash proceeds from the sale were used for general
corporate purposes.

On September 30, 2000, Manhattan Village, a 551,847 square foot, regional shopping center, which
was owned 10% by the Operating Partnership, was sold. The joint venture sold the property for
$89.0 million, including a note receivable from the buyer for $79.0 million at a fixed interest rate of
8.75% payable monthly, until its maturity date of September 30, 2001. On December 28, 2001, the
note receivable was paid down by $5.0 million and the maturity date was extended to September 30,
2002 at a new fixed interest rate of 9.50%.

On December 14, 2001, Villa Marina Marketplace, a 448,262 square foot community shopping center
located in Marina del Rey, California, a wholly-owned property of the Company, was sold. The center
was sold for approximately $99.0 million, including the assumption of the existing mortgage of

$58.0 million, which resulted in a $24.7 million gain. The Company used approximately $26 million of
the net proceeds from this sale to retire $25.7 million of its outstanding convertible subordinated
debentures due December 2002. The remaining balance of the proceeds was used for general
corporate purposes. '

The properties acquired by PPRT and the Management Companies (*Joint Venture Acquisitions”) are
reflected using the eciuity method of accounting. The results of these acquisitions are reflected in the
consolidated results of operations of the Company in equity in income of unconsolidated joint ventures and
the Management Companies. v
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Many of the variations in the results of operafions, discussed below, occurred due to the 1999 Acquisition
Centers and the partial sale and corntribution of the Contributed JV Assets to PPRT during 1999. Many
factors impact the Company’s ability to acquire additional properties; including the availability and cost of
capital, the overall debt to market capitalization level, interest rates and availability of potential acquisition
targets that meet the Company’s criteria. There were no acquisitions in 2001 or 2000 because of market
conditions, including the cost of capital and the lack of attractive opportunities. Accordingly, management
is uncertain whether in future years.that there will be similar acquisitionsiand corresponding increases-in
equity in income of unconsolidated joint ventures and the Management Companies and Funds From
Operations that occurred as a result of the 1999 Acquisition Centers. Pacific View (formerly known as
Buenaventura Mall), Crossroads Mall;Boulder and Parklane Mall are currently under redevelopment or in
the case of Pacific View, was recently redeveloped and are referred to herein as.the “Redevelopment
Centers.” All other Centers, excluding the Redevelopment Centers, are referred to herein as the “Same
Centers,” unless the context otherwise requires. v

Revenues include rents attributable to the accounting practice .of straight lining of rents which requires rent
to be recognized each year in.an amount equal to the average rent over the term of the lease, including,
fixed rent increases over that period. The amount of straight lined rents, included in consolidated revenues,
recognized in 2001 was $(0.1) million compared to $0.9 million in 2000 and $2.6 million in 1999. , -,
Additionally, the Company recognized through equity in income of unconsolidated joint ventures,

$1.4 million as its pro rata share of straight lined rents from joint ventures in 2001 compared to -

$2.2 million. in 2000 and $2.3 million in 1999. These de'creasesﬁresulted from the Company structuring the
majority of its new leases using annual Consumer Price Index (“CPI”). increases, which generally do not -
require straight lining treatment. Currently, 20% of the mall and freestanding leases contain provisions for
CPI rent increases periodically throughout the term of the lease. The Company believes that using CPI
increases, rather than fixed contractual rent increases, results in revenue recognition that more closely
matches the cash revenue from each lease and will provide more consistent rent growth throughout the
term of the leases. '

The Company’s historical growth in revenues, net income and Funds Fro;;l_Operations have been closely
tied to the acquisition and redevelopment of shopping centers. Many factors, inclﬁding those described
above, will affect the Company’s ability to acquire and redevelop additional properties in the future. In
addition, the following describes some of the other significant factors that could impact the Company’s
future results of operations.

General Factors Aﬁciz’ng the Centers; Competition: Real property investments are subject to varying degrees
of risk that may affect the ability of the Centers to generate sufﬁaent revenues to meet operating and
other expenses, including debt service, lease payments, capital expendltures and tenant improvements, and
to make distributions to their owners and the Company’s stockholders. Income from shoppmg center
properties may be adversely affécted by a number of factors, including: the national economic climate; the
regional and local economy (Wthh may be adversely impacted by plant clos;ngs, industry slowdowns,
adverse weather conditions, natural disasters, terrorist activities, and other:‘factors) local real estate
conditions (such as an oversupply of, or a reduction in demand for, retail space or retail goods and the
availability and creditworthiness of current and prospective tenants); perceptions by retailers or shoppers of
the safety, convenience and attractiveness of the shopping center; and increased costs of maintenance,
insurance and operations (mcludmg real estate taxes). There are numerous shopping fac111t1es that compete
- with the Centers in attracting tenants to lease space, and an increasing number of new retail formats and
technologies other than retail shopping centers that compete with the Centers for retail sales (see
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“Business—Competition™). Increased competition could adversely affect the Company’s revenues. Income
from shopping center properties and shopping center values are also affected by such factors as applicable
laws and regulations, including tax, environmental, safety and zoning laws (see “Business-Environmental
Matters™), interest rate levels and the availability and cost of financing. '

Dependence on Tenants: The Company’s revenues and funds available for distribution would be adversely
affected if a significant number of the Company’s lessees were unable (due to poor operating results,
bankruptcy or other reasons) to meet their obligations, if the Company were unable to lease a significant
amount of space in the Centers on economically favorable terms, or if for any reason, the Company were
unable to collect a significant amount of rental payments. A decision by an Anchor or another significant
tenant to cease operations at a Center could also have an adverse effect on the Company. In addition,
mergers, acquisitions, consolidations, dispositions or bankruptcies in the retail industry could result in the
loss of tenants at one or more Centers. (See “Business-Bankruptcy and/or Closure of Retail Stores.”)
Furthermore, if the store sales of retailers operating in the Centers were to decline sufficiently, tenants
might be unable to pay their minimum rents or expense recovery charges. In the event of a default by a
lessee, the Center may also experience delays and costs in enforcing its rights as lessor.

Assets and Liabilities

Total assets decreased to $2,295 million at December 31, 2001 compared to $2,337 million at December 31,
2000 and $2,404 million at December 31, 1999. During that same period, total liabilities decreased from
$1,626 million in 1999 to $1,607 million in 2000 and decreased to $1,584 million in 2001. These changes
were primarily a result. of the partial sale and contribution of the Contrlbuted JV Assets to PPRT, the sale
of Villa Marina Marketplace and related debt transactions.

Recent Developments

A. Equity Offerings

On February 28, 2002, the Company issued 1,968,957 common shares with total net proceeds of
$52.2 million. The proceeds from the sale of the common shares will be used principally to finance a
portion of the Queens Center expansion and redevelopment project described below under “C.
Redevelopment™ and for general corporate purposes. -

B. Refinancing

During 2001, the Company’s line of credit facility was increased from $150.0 million to $200.0 million. The
. new line of credit matures in May 2002 with a one-year extension option subject to certain terms and

conditions. The interest rate ranges from LIBOR plus 1.35% to 1.80%, depending on leverage levels.

On May 2, 2001, the Company refinanced the debt on Capitola Mall. The prior loan of $36.4 million, at a
fixed interest rate of 9.25%, was paid in full and a new note was issued for $48.5 million bearing interest at
a fixed rate of 7.13% and maturing May 15, 2011. ‘

On July 10, 2001, the Company refinanced the debt on Pacific View. The prior bank construction loan of
$89.3 million, at a floating interest rate (LIBOR plus 1.75%), was paid in full and a2 new permanent loan
was issued for $89.0 million, which may be increased up to $96.0 million subject to certain condmons
bearing interest at a fixed rate of 7.16% and maturing August 31, 2011.

26 MACERICH 2001 Financial Statements




‘On October 9, 2001, the Company refinanced the debt on Rimrock Mall. The pﬁor loan-of $29.3 million,
at a fixed interest rate of 7.70%; was paid in full and a new note was issued for $46.0 million bearing
interest at a fixed rate of 7.45% and maturing October 1, 2011.

C. Redevelopment ‘ ; :

In the second quarter of 2001, the new $36.0 million expansion opened at Lakewood Mall. The expansion
| included 60,000 square feet of specialty tenant space and a second level food court. A new 210,000 square -
foot Macy"$ and a new Mervyn’s department store anchor the expansion wing.

In the third quarter of 2001, the Company completed a $10.0 million interior and exterior renovationof -
Vintage Faire Mall.. ' - ' '

On December 28, 2001, the Company, as part of its proposed redevelopment and expansion of Queens
Center, purchased a five-acre parcel of land adjacent to the center. Thelpr‘oject will involve both the
renovation of the existing center as well as an expansion of the center from 623,876 square feet to
approximately 1 million square feet, including the addition of 250,000 square feet of mall shops.
Construction is expected to begin in the second quarfer of 2002 with completion estimated to be, in
phases, through late 2004. Additionally, Swedish apparel retailer Hennes and Monritz opened a 19,427 . -
square foot store in 2001 at this Center. ‘

D. Stock Repurchase Program

On November 10, 2000, the Company’s Board of Directors approved a stock repurchase program of up to
3.4 million shares of common stock. As of December 31, 2000, the Company repurchased 564,000 shares of
its common stock at an average price of $19.02 per share. No shares of common stock were rep_i;rchased
by the Company in 2001. '

E. Other Events

On December 14, 2001, Villa Marina Marketplace, a 448,262 square foot community shopping center,
located in Marina Del Rey, California, a wholly-owned property of the Company, was sold. The. center,
which the Company originally acquired.on January 25, 1996, was sold for approximately $99.0 million,
including the assumption of the existing mortgage of $58.0 million, which resulted in a $24.7 million gain.
The Company used approximately $26 million of the net proceeds from this sale to retire $25.7 million of
its outstanding convertible subordinated debentures due December 2002. The remaining balance of the
proceeds was used for general corporate purposes. V

On March 19, 2002, the Company sold Bouldgf Plaza, a 159,238 sqﬁare foot community center in Boulder;
Colorado for $24.7 million. The proceeds from the sale will be used for general corporate purposes.

Comparison of Years Ended December 31, 2001 and 2000

Revenﬁes . S . . .

Minimum arid_percentage rents increased by 2.9% to $213.9 million in 2001 &bm'-$‘207.é million h},ZOO(').
Approximately $4.4 million of the increase is attributed to the Same Centers primarily due to releasing
space at higher rents and $1.9 million of the increase relates to the Redevelopment Centers primarily due
to the recently completed redevelopment at Pacific View Mall. This is partially offset by $0.2 million
relating to the sale of Villa Marina Marketplace.
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Tenant-recoveries increased to $109.2 million in 2001 from $104.1 million in 2000 due to increased
recoverable shopping center and operating expenses. Approximately $5.0 million of the increase is
attributable to the Same Centers and $0.4 million of the increase relates to the Redevelopment Centers. -
This is partially offset by $0.3 million relating to decreases from the sale of Villa Marina Marketplace.

Other income increased to $11.5 million in 2001 from $8.2 million in 2000. This increase related primarily
from parking fees, investment income and new business initiatives such as advertising revenue and
preferred vendor income. ' :

Expenses

Shopping center and operating expenses increased to $110.8 million in 2001 compared to $101.7 million in
2000. The increase is a result of $3.2 million of increased property taxes, insurance and other recoverable
expenses at the Centers and approximately $0.9 million relates to increases in bad debt expense and legal
fees at the Centers. Additionally, effective March 29, 2001, the Macerich Property Management Company
merged with and into Macerich Property Management Company, LLC ("MPMC, LLC"). Expenses for
MPMC, LLC for periods commencing March 29, 2001, are now consolidated and represented $5.0 million
of the change. Prior to March 29, 2001, MPMC, LLC was an unconsolidated entlty accounted for using the
equity method of accounting. :

REIT general and administrative expenses increased to $6.8 million in 2001 from $5.5 million in 2000
primarily due to marking to market the stock-based incentive plans.

Interest Expense

Interest expense increased to $109.6 million-in 2001 from $108.4 million in 2000. Capitalized interest was |
$5.7 million in 2001, down from $7.2 million in 2000 primarily due to the reduction of capitalized interest
at the recently redeveloped Pacific View Mall. (See “Properties- Mortgage Debt™).

Depreciation and Amortization

Depreciation and amortization increased to $66.0 million in 2001 from $61.6 million in 2000. Approximately
$1.4 million of the increase is due to greater depreciation at Pacific-View, which recently completed an

~ $89.0 million redevelopment and $3.0 million relates to additional capital costs- at the Same Centers.

Minority Interest

The minority interest represents the 24.8% weighted average interest of the Operating Partnership that was
not owned by the Company durmg 2001. This compares to 24.3% not owned by the Cornpany during
2000

Income From Unconsolidated Joint Ventures and Management Companies
The income from unconsolidated joint ventures and the Management Companies was $32.9 million for
2001, compared to income of $30.3 million in 2000. A total of $0.6 million of the increase is attributable to
the 1999 Joint Venture Acquisitions and the Contributed JV Assets and $2.6 million is attributable to the
SDG Macerich Properties, L.P. portfolio. Additionally, income from the Management Companies increased
by $3.0 million primarily due to- MPMC, LLC being consolidated effective March 29, 2001. These increases
" are partially offset by $2.8 million of additional loss as a result’of the Company s investment in
MerchantWired, LLC compared to 2000. M
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Gain (loss) on Sale of Assets

A gain of $24.5 million in 2001 compares to a loss of $2.8 million in 2000. The 2001 gain was a result of
the Company selling Villa Marina Marketplace on December 14, 2001 (See “Businéss-Recent
Developments-Other Events™). ‘

Extraordinary Loss from Early Extinguishment of Debt

In 2001, the Company recorded a loss from early extinguishment of debt of $2.0 million which was a result
of write offs of unamortized ﬁnancmg costs, compared to the write off of $0.3 million of unamortized
financing costs in 2000. : :

Cumulative Effect of Ckange in Accbuntz'ng Principle
A charge of $1.0 million in 2000 was recorded as a result of implementation of SAB 101 at January 1, 2000.

Net Income Available to Common Stockholders
Primarily as a result of the sale of Villa Marina Marketplace and the foregomg results, net income available
to common stockholders increased to $58.0 million in 2001 from $38.0 million in 2000. -

Operating Activities .

Cash flow from operations was $140.5 million in 2001 compared to $121.2 million in 2000. The increase is
primarily due to consolidating the results of MPMC, LLC effective March 29, 2001 and increased net
operating income at the Centers as mentioned above. |

Investing Activities » _ A

" Cash used in investing activities was $57.3 million in 2001 compared to cash provided by investing activities
of $2.1 million in 2000. The change resulted primarily from $24.0 million of increased property
-improvements, renovations and expansion of Centers, tenant allowances and deferred leasing charges in
2001 compared to 2000. Additionally, joint venture distributions in 2001 were $70.2 million less than 2000
due to the distribution of proceeds-in 2000 from the additional debt placed on the SDG Macerich
Properties, L.P. portfolio. These decreases are offset by the net cash proceeds received of $39.7 million in
2001 from the sale of Villa Marina Marketplace

Financing Activities ; ‘

Cash flow used in ﬁnancing activities was $93.0 million in 2001 compared to cash flow used in financing
actwmes of $127.5 million in 2000. The change resulted primarily from the refinancing of Centers in 2001
(See “Propernes Mortgage Debt”).

EBITDA and Funds From Operations

Primarily because of the factors mentioned above, EBITDA, 1nc1ud1ng joint ventures at pro rata, increased ,
2.9% to $323.8 million in 2001 from $314.6 million in 2000 and Funds from Operatlons—Dlluted increased
4.7% to $175 1 million in 2001 from $167.2 million in 2000.

Comparisén of Years Ended December 31, 2000 and 1999

Revcn;t:s ‘ _ : ‘ ‘

Minimqm and percentage rents decreased by 5.4% to $207.8 million in 2000 from $219.7 million in 1999.
Approiirnatel}'f $24.6 million of the decrease related to the contribution of 100% and 99% of the
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membership interests of Lakewood Mall and Stonewood Mall, respectively, to the PPRT joint venture on
October 26, 1999. The Company’s pro rata share of results from those assets subsequent to the
contribution to PPRT is reflected in Income from Unconsolidated Joint Ventures. The decreases due to the
Contributed JV Assets are partially offset by revenue increases of $8.2 million relating to the 1999
acquisition of Santa Monica Place.

In December 1999, the Securities and Exchange Committee issued Staff Accounting Bulletin 101, “Revenue
Recognition in Financial Statements™ (“SAB 1017), which became effective for periods beginning after
December 15, 1999. This bulletin modified the timing of revenue recoghjtion for percentage rent received
from tenants. This change will defer recognition of a significant amount of percentage rent for the first
three calendar quarters into the fourth quarter. The Company applied this change in accounting principle
as of January 1, 2000. The cumulative effect of this change in accounting principle at the adoption date of
January 1, 2000, including pro rata share of joint ventures, was approximately $1.8 million.

Tenant recoveries increased to $104.1 million in 2000 from $99.1 million in 1999. The increase resulted
from the impact of Santa Monica Place, Pacific View and from the Same Centers. These increases were
partially offset by revenue decreases of $7.7 million resulting from the Contributed JV Assets.

Other income decreased to $8.2 million in 2000 from $8.6 million in 1999.

Expenses .

Shopping center expenses increased to $§101.7 million in 2000 compared to $100.3 million in 1999.
Approximately $6.4 million of the increase resulted from the 1999 acquisition of Santa Monica Place,

$3.4 million of the increase resulted from increased property taxes and recoverable expenses at the Same .
Centers. These increases were partially offset by a decrease of $8.1 million from the Contributed JV Assets.

Interest Expense

Interest expense decreased to $108.4 million in 2000 from $113.3 mﬂhon in 1999. Approximately

$7.5 million of the decrease is from the Contributed JV Assets. This decrease is partially offset by the
acquisition activity in 1999, which was partially funded with secured debt and borrowings under the
Company’s line of credit.

Depreciation and Amortization

Depreciation and amortization increased to $61 6 m11110n in 2000 from $61.4 million in 1999. Approximately

$2.5 million of the increase relates primarily to the 1999 Acquisition Center, Whlch is partially offset by a
" decrease of $4.6 million relating to the Contributed JV Assets.

Minority Interest

The minority interest represents the 24.3% weighted avérage interest of the Operating Partnership that was
not owned by the Company during 2000. This compares to 26.3% not owned by the Company during
1999.

Income From Unconsolidated joint Ventures and Managmént Companies

The income from unconsolidated joint ventures and the Management Companies was $30.3 million for
2000, compared to income of $25.9 million in 1999. A total of $8.2 million of the increase is attributable to
the 1999 Joint Venture Acquisitions and the Contributed JV Assets. Additionally, $1.1 million is attributable
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to the gain from the sale of Manhattan Village on September 30, 2000. These increases dre partially offset
by the cumulative effect of the change in accounting principle for percentage: rent required by SAB 101 of
$0.8 million and additional interest expense from the debt restructuring at SDG Macerlch Properues L.P.
of $4 8 million. N o ‘ ‘ ‘

Gain (Zos.f) on Sale of Assets R AR

A Ioss of $2.8 mllhon in 2000 compares to a gain of $96.0 million"in 1999. The 1999 gain was a result of
the Company selling approximately 49% of the membership interests of Stonewood and Lakewood to
Ontario Teachers’ in October of 1999 and the Company’s sale'of Huntington Center on November 16,
1999,

Exz‘raordznary Loss ﬁom Early Extznguzshment of Debt . .
In 2000, the Company recorded a loss from early extmgulshment of debt of $0.3 million Wthh was a result
of write offs of $1.3 million of unamortized financing costs and is offset by a gain of $1.0 million relating
to the Company’s purchase and retirement of $10.6 million of the Debentures compared to the write off
of $1.5 million of unamortized financing costs in 1999.

Cumulatwe bﬁéct of Change in Accountmg Prmaple .
A loss of $1.0 million in 2000 compared to no loss in 1999 is a result of 1mplementatlon of SAB 101 at
january 1, 2000. \

Net Income Avazlable to C'ommon Stoc/e}zoldfrs
As.a result of the foregoing, net income avarlable to common stockholders decreased to $38 0. m1111on in
2000 from $110.9 million in 1999.

Operating Actzvztzfs
Cash flow from operations was $121.2 million in 2000 compared to $139.6 million in 1999 The decrease is
primarily because of decreased net.operating income from the factors mentioned above. a

Investing Activities _
Cash generated from investing activities was $2.1- million in' 2000 compared to cash utrhzed by investing
activities of $243.2 million in 1999. The change resulted primarily from the cash contributions for the Joint
venture acqulsmons of $116.9 million in 1999 compared to $4.3 million in 2000. This is offset by increases
in Jomt venture distributions of $104.4 million in 2000 compared to $30.0 mﬂhon in 1999.

 Finanéin g Activities - .
Cash flow used in financing activities was $127.5 million in 2000 comparéd to cash provided by financing
activities of $119.0 million in 1999. The change resulted primarily from the' refinancing of Centers in 1999.

EBITDA and Funds From Operzzﬁ'ons

Primarily because of the factors mennoned above, EBITDA, mcludlng joint ventures at pro rata, mcreased
4.2% to $314.6 riillion in 2000 from $301. 8 million in 1999 and Funds from Operat10ns~D11uted increased

1.8% to $l67 2 mﬂlron in 2000 from $164 3 m1111on in 1999
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Liquidity and Capital Resources .

The Company-intends to meet-its short term liquidity requlrements through cash generated from
operations and working capital reserves and borrowing under its line of credit. The Company anticipates
that revenues will continue to provide necessary funds for its operating expenses and debt service
requirements, and to pay dividends to stockholders in accordance with REIT requirements. The Company
anticipates that cash generated from operations, together with cash on hand, will be adequate to fund
capital expenditures which will not be reimbursed by tenants, other than non-recurring capital expenditures.
The following table summarizes capital expenditures incurred at the wholly-owned .Centers for the twelve
months ending Decernber 31,

(Dollars in Millions)

2001 2000
Renovations, expansions and acqursmons of property, equipment and improvements $68.2 $50.4
Tenant allowances ‘ . 9.9 5.9
Deferred leasing charges : : - ' 13.7 114

Total- : : ’ : : : : - $91.8 $67.7

Management expects similar levels to be incurred in future years for tenant allowances and deferred leasing
charges and to incur between $20 million to $50 million in 2002 for renovations and expansions, excluding
Queens Center expansion which will be separately financed. Capital for major expenditures or major
redevelopments has been, and is expected to continue to be, obtained from equity or debt financings which
include borrowings under the Cornpany’s line of credit and construction loans. However, many factors
impact the Company’s ability to access capital, such as its overall debt level, interest rates, mterest coverage
ratios and prevailing market conditions.

On February 28, 2002, the Company issued 1,968,957 common shares with total net proceeds of

$52.2 million. The proceeds from the sale of the common shares will be used principally to finance a
portion of the Queens Center expansion and redevelopment project and for general corporate purposes.
The Queens Center expansion and redevelopment is anticipated to cost between ‘$250 million and

$275 million. The Company is currently negotiating construction and permanent loans, which will be
secured by the Queens Center property to finance the remaining project costs. Construction is expected to
begin in the second quarter of 2002 with completion estimated to be, in phases, through late 2004.

The Company believes that it ‘will have access to the capital:necessary to expand its business in-accordance
with its strategies for growth and mazximizing Funds from Operations. The Company presently intends to
obtain additional capital necessary for these purposes through a combination of debt or equity financings,
joint ventures and the $ale of non-core assets. The Company believes joint venture arrangements have in
the past and may in the future provide an attractive alternative to other forms of financing, whether for

acquisitions or other business opportunities. .
The Company’s total outstanding loan indebtedness at December 31, 2001 was $2.2 billion (including its
pro rata share of joint venture debt). This equated to a debt to Total Market Capltahzatlon (defined as
total debt of the Company, mcluchng its pro rata share of joint venture debr, plus aggregate market value
of outstanding shares of common stock, assuming full conversion of OP Units and preferred stock into

- common stock) ratio of approximately 61% at December 31, 200_1. The Company’s debt consists primarily
of fixed-rate conventional mortgages payable secured by individual properties.
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The Company has.filed a shelf registration statement, effective December 8, 1997, to sell securities. The
shelf registration is for a total of $500 million of common ‘stock, common stock warrants or common stock
rights. The Company sold a total of 7,920,181 shares of common stock in 1998 and 1,968,957 shares of
common stock in 2002 under this shelf registration. The aggregate offering price of these transactions was
approxxrnately $267.9 million, leavmg approximately $232.1 mllhon available under the shelf reglstramon
statement. ’

The Company has an unsecured line of credit for up to $200.0 million with a maturity of May 2002 with a’
right to extend the facility for one year subject to certain conditions. It is antic'ipated that subsequent to
December 31, 2001, the line of credit will be extended to May 2003. There were $159 0 m11hon of
borrowings outstanding at December 31, 2001. ‘ S ‘

The Company has $125.1 million of convertible subordinated debentures (the “Debentures”) which mature

December 15, 2002. The Debentures are callable on June 15, 2002 at par plus accrued interest. The

Company is negotiating a credit facility with its bank group in which the proceeds are intended to retire .

~ these Debentures. The Company expects to put this credit facility:in place durmg 2002 and plans to fully-
retire the Debentures prior to their maturity. :

At December 31, 2001, the Company had cash and cash equivalents available of $26.5 million.

The Company has certain guarantees totaling $6 8 million relating to its ownership interest if
MerchantWired, LLC.

The Company has a 2.9% interest in Constellation Real Technologies, LLC, a joint venture iﬁvesting in
real estate technology initiatives and opportunities. The Company funded $1.0'million in 2001 and has
commiitted to fund up to an additional $3.0 million to this joint venture. !

Funds From Operat|ons ‘ ‘ 4 : "

The Company believes that the most 51gmﬁcant measure of its perforrnance is FFO. FFO is deﬁned by the
National Association of Real Estate Investment Tritsts’ (“NAREIT”) to be: Net" mcome (loss) (computed in’
accordance with GAAP), excluding gains (or losses) from debt restructuring, sales or write-down of assets
and cumulative effect of change in accounting principle, plus depreciation and amortization (excludmg
deprec1at10n on personal property and amortization of loan and financial instrument costs) and after -
adjustments for unconsolidated entities. Adjustments for unconsolidated entities are calculated on the same
basis. FFO does not represent cash flow from operations, as defined by GAAP, and is not necessarily
indicative of cash available to fund all cash flow needs. FFO, as pi‘ese‘nt‘ed, may not be comparable to
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similarly titled measures reported by other real estate investment trusts. The following reconciles net
income available to common stockholders to FFO:

(amounts in thousands) : 2001 2000
Shares Amount Shares Amount
Net income-available to common stockholders . $ 58,035 $ 37971
Adjustments to reconcile net income to FFO-basic: ‘
Minority interest - . 19,001 12,168
Loss on early extinguishment of debt 2,034 304
(Gain) loss on sale of wholly-owned assets . (24,491) .. 2,773
(Gain) loss on sale or write-down of assets from :
unconsolidated entities (pro rata) (191) ' (235) -
Depreciation and amortization on whoHy owned centers . 65,983 61,647
Depreciation and amortization on joint ventures and from .
the management companies (pro rata) 28,077 24,472
Cumulative effect of change in accounting; _ . -
principle-wholly owned centers B - 963
Cumulative effect of change in accounting
" principle-prorata unconsolidated entities , . 128 787
Less: depreciation on personal property and amortization of ‘
loan costs and interest rate caps o » (4,969) : (5,106)
FFO-basic(1) 44,963 $143,607 45,050 $135,744
Additional adjustment to arrivé at FFO-diluted
Impact of convertible prefefred stock 9,115 19,688 9,115 18,958

Impact of stock options and restricted stock using the

treasury method

Impact of convertible debentures

(n/a-antidilutive)
4824 11,773

(n/a-antidilutive)
5,154 12,542

FEO-diluted(2)

58,902 $175,068

59,319 $167,244

(1) Calculated based upon basic net income as adjusted to reach basic FFO. Weighted average number of shares includes the weighted
average shares of common stock outstanding for 2001 assuming the conversion of all outstanding OP Units. As of December 31,
2001, 11.2 million of OP Units were outstanding.

(2) The computation of FFO-diluted and diluted average number of shares outstanding includes the effect of outstanding common stock
aptions and restricted stock using the treasury method. The debentures are dilutive at December 31, 2001 and 2000 and are included
in the FFO calculation. On February 25, 1998, the Company sold 5100 million of its Series A Preferred Stock. On June 17, 1993, the
Company sold $150 million of its Series B Preferred Stock. The preferred stock can be converted on a one-for-one basis for common .
stock. The preferred shares are assumed converted for purposes of 2001 and 2000 FFO-diluted as they are dilutive to that calculation.

Included in minimum rents were rents attributable to the accounting practice of straight lining of rents.
The amount of straight lining of rents that impacted minimum rents was (872,029) for 2001, $865,259 for
2000 and $2,628,000 for 1999. The decline in straight-lining of rents from 1999 to 2001 is due to the
Company structuring its new leases using rent increases tied to the change in CPI rather than using
contractually fixed rent increases. CPI increases do not generally require straight-lining of rent treatment.

Inflation

In the last three years, inflation has not had a significant impact on the Company because of a relatively
.low inflation rate. Most of the leases at the Centers have rent adjustments periodically through the lease
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term. These rent increases are either in fixed increments or based on incréases in the CPI. In addition,
about 8%-12% of the leases expire each year, which enables the Company to replace existing leases with
new leases at higher base rents if the rents of the existing leases are below the then existing market rate.
Additionally, most of the leases require the tenants to pay their pro rata share of operating expenses. This
reduces the Company’s exposure to increases in costs and operating expenses resulting from- inflation.

Seasonality

The shopping center industry is seasonal in nature, particularly in the fourth quarter during the holiday
season when retailer occupancy and retail sales are typically at their highest levels. In addition, shopping
malls aehieve a substantial portion of their specialty (temporary retailer) rents during the holiday season
énd- the majority of percentage rent is recognized in the fourth quarter. As a result of the above, plus the
change in accounting principle discussed below for percentage rent, earnings are generally higher in the
fourth quarter of each year. ‘

Statement on Critical Accounting Policies )

The Securities and Exchange Commission (* ‘SEC”) recently issued disclosure .guidance for “critical
accounting pollcxes " The SEC defines “critical accounting policies” as those that require application of
management’s most difficult, subjective or complex judgments, often as a result of the need to make
estimates about the effect of matters that are inherently uncertain and may change in subsequent periods.

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting penod Actual results
could differ from those estimates. '

Some of these estimates and assumptions include judgements on revenue recognition, estimates for-
common area maintenance and real estate tax accruals, provisions for uncollectable accounts and estimates
for environmental matters. The Company’s significant accounting policies are described in more detail in
Note 2 to the Consolidated Financial Statements. However, the following policies could be deemed to be
critical within the SEC definition. ' o

Revenue Recognition: .

Minimum rental revenues are recogmzed on a stra1ght line basw over the terms of the related lease. The
difference between the amount of rent due in a year and the amount recorded as rental income is referred
to as the “straight lining of rent adjustment.” Currently, 29% of the mall and freestanding leases contain
provisions for CPI rent increases periodically throughout the term of the lease. The Company believes that
using CPI increases, rather than fixed contractual rent increases, results in revenue recognition that more
closely matches the cash revenue from each lease and will prov1de more consistent rent growth throughout
the term of the leases. Percentage rents are recognized on an accrual basis. Recoveries from tenants for
real estate taxes, insurance and other shopping center operating expenses are recogmzed as revenues in the
period the applicable expenses are incurred.

Property: . . :
Costs related to the redevelopment construction and 1mprovement of properties are capitalized. Interest
incurred or imputed on redevelopment and construction projects are capitalized until construction is

substantially complete. -
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Maintenance and repairs expenses are charged to operations as incurred. Costs for major replacements and
betterments, which includes HVAC equipment, roofs, parking lots, etc.-are capitalized and depreciated over
their estimated useful lives. Realized gains and losses are recognized upon disposal or retirement of the
related assets and are reflected in earnings.

Property is recorded at cost and is depreciated using a straight-line method over the estimated useful lives
of the assets as follows:

Buildings and improvements ' ' 5-40 years
Tenant improvements ’ ' : initial term of related lease
Equipment and furnishings : 5-7 years

The Company assesses whether there has been an impairment in the value of its long-lived assets by
considering factors such as expected future operating income, trends and prospects, as well as the effects of
demand, competition and other economic factors. Such factors include the tenants’ ability to perform their
duties and pay rent under the terms of the leases. The Company may recognize an impairment loss if the
income stream is not sufficient to cover its investment. Such a loss would be determined as the difference
between the carrying value and the fair value of a center. '

Deferred Charges: ) ‘ _ )

Costs relating to obtaining tenant leases are deferred and amortized over the initial term of the agreement ..
using the straight-line method. Cost relating to financing of shopping center properties are deferred and
amortized over the life of the related loan using the straight-line method, which approximates the effective
interest method. The range of the terms of the agreements are as follows:

Deferred lease costs S ~ 1-15 years
Deferred financing costs 1-15 years

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates. ‘ ’

Some of thése estimates and assumptions include judgements on revenue recognition, estimates for
common area maintenance and real estate tax accruals, provisions for uncollectable accounts and estimates
for environmental matters. The Company’s significant accounting policies are described in' more detail in
Note 2 to the Consolidated Financial Statements. ' o

New Pronouncements Issued

In December 1999, the Securities and Exchange Commission issued Staff Accounting Bulletin 101,
“Revenue Recognition in Financial Statements” (‘"SAB 101"), which became effective for periods beginning
after December 15, 1999. This bulletin modified the timing of revenue recognition for percentage rent
received from tenants. This change will defer recognition of a significant amount of percentage rent for the
first three calendar quarters into the fourth quarter. The Company applied this change in accounting
principle as of January 1, 2000. The cumulative effect of this change in accounting principle at the adoption
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date of January 1, 2000, including the pro rata:share. of joint ventures, was, aipproxirﬁately $1.8million. If ..
the Company had recorded percentage rent using the methodology prescribed in SAB 101, the Company’s .
net income available to common stockholders, would have been reduced: by $1.3- million or $0.02 per -
diluted share, $1.1 million or $0.025 per diluted share and $0.6 million or $0.016 per diluted share for the -
years ended December 31, 1999, 1998 and 1997, respectix)el‘y. :

In June 1998, the Financial Accounting Standards Board (“FASB?") issued Statement of Financial Accounting
Standard ("SFAS™) 133, “Accounting for Derivative Instruments and Hedging Activities,” (“SFAS 133"
which requires companies to record derivatives on the balance sheet, measured at fair value. Changes in
the fair values of those derivatives are accounted for depending on the use of the derivative and whether it
qualifies for hedge accounting. The key criterion for hedge accounting is that the hedging relationship. must
be highly effective in achieving offsetting changes in fair value or cash flows. In June 1999, the FASB issued
SFAS 137, “Accounting for Derivative Instruments and Hedging Activities,” which delayed the - -
implementation of SFAS 133 from.]anuafy I; 2000 to January 1, 2001. In June 2000, the FASB issued SFAS
No. 138, “Accounting for Certain Derivative Instruments and Certain Hedging Activities-an Amendment of
FASB Statement No. 133,” (‘SFAS138"), Whlch amended the accountmg and reporting standards of

SFAS 133, As a result of the adoption of SFAS 133 on January 1, 2001, the Company recorded a transition
adjustment of $7.1 million to accumulated other comprehensive income related to treasury rate Jock
transactions settled in pnor years. The entire transition adjustment was reflected in thé quarter ended .
March 31, 2001.The Company expects that $1.3 million will be reclassified from accumulated other
comprehensive income to earnings for the year ended December 31, 2002

In June 2001, the FASB issued SFAS No. 143, ”Accounting for Aését Retirement Obligations,” which. is
effective for fiscal years beginning after June 15, 2002. The statement provides accounting and reporting
standards for-récognizing-obligations related to asset retirement costs associated with the retirement of '
tangible long-lived assets. Under this statement, legal obligations associated with the retirement of
long-lived ‘assets are to be recognized at their fair value in the period in which they are incurred if'a’
reasonable estimate of fair value can be made. The fair value of the asset retirement costs is capitalized as
part of the carrying amount of the long-lived asset and expensed using.a systematic and rational miethod:
over the assets” useful life. Any ‘subsequent chénges to the fair value of the liability will be expensed. The
Company does not believe that the adoption’ of SFAS No. 143 will have a material 1mpact on its
consolidated financial statements. '

On July 1, 2001, the Company adopted SFAS No. 141, “Business Combinations” ('SFAS 1417). SFAS .141
requires that the purchase method of accounting be used for all business combinations for which the date
of acquisition: is after June 30, 2001. SFAS 141.also establishes specific criteria for the recognition of
intangible assets. The Company has. determined that the adoption of SFAS 141 will not have an impact on
its consolidated financial statements. ‘ :

In October 2001, the FASB issued SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived .
Assets™ (“SFAS 144”). SFAS 144 addresses financial accounting and reporting for the impairment or disposal
of long-lived assets. This statement supersedes SFAS 121, “Accounting for the Impairment of Long-Lived '
Assets and for Long-Lived Assets to be Disposed of” ("SFAS 1217). SFAS 144 establishes a single accounting .
model, based on the framework established in SFAS 121, for long-lived assets to be disposed of by sale:

The Company adopted SFAS 144 on January 1, 2002. The Company has determined that the adopt1on of
SFAS 144 will not have a-material impact on its consolidated financial statements. :
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ltem 7A. Quantitative and Qualitative Disclosures about.Market Risk ‘

The Company’s primary market risk exposure is interest rate risk. The Company has managed and will
continue to manage interest rate risk by (1) maintaining' a conservative ratio of fixed rate, long-term debt
to total debt such that variable rate-exposure is kept at an acceptable level, (2) réducing interest rate
exposure on certain long-term variable rate debt through the use of interest rate caps with appropriately
matching maturities, (3) using treasury rate locks where appropriate to fix rates on anticipated debt
transactions, and (4) taking advantage of favorable market conditions for long-term debt and/or equity.

The following table sets forth information as of December 31, 2001 concerning the Company’s long term
debt obligations, incliding principal cash flows by scheduled maturity, weighted average interest rates and
estimated fair value (“FV”): - ' ‘

(dollars in thousands) . | ’
For the Years Ended December 31,

2002 ‘ 2003 2004 2005 2006 T herfaﬁer Total FVv
Long term debt: . .

Fixed rate $ 13,585 $ 26,838 $132,200 $15,671 $ 67,851 § 983,367 $1,239,512 $1,262,099
'Average interest rate 7.39% 7.39% 7.39% 7.3%% 7:36% 7.36% 7.38% -
Fixed rate-Debentures 125,148 - R Z - ) - 125,148 125,784
Average interest rate 7.25% - - - - - 7.25% -
Variable rate 159,000 — - - - 7 - 159,000 159,000
Average interest rate 6.00% - - - - = 6.00% =

Total debt-Wholly owned Centers  $297,733 § 26,838 $132,200 $15,671 § 67,851 $ 983,367 $1,523,660 $1,546,883
Joint Venture Centers: ’ '
(at Company’s pro rata share) c

Fixed rate ‘ $§ 7,766 § 8,655 § 9,241 $74,752 § 64,023 § 415,138 § 579,575 § 579,910

Average interest rate - ‘ 6.87% . 6.87% = 687% 6.83%  6.97% 6.97% 6.90% -
Variable rate ‘ - 100,474 ) - - 40,700 - - 141,174 141,174
Average interest rate - 4.80% . - - 4.54% - 4.75% -
Total debt-Joint Ventures . 8 7,766 $109,129 § 9,241 $74,752 $104,723 $ 415,138 § 720,749 § 721,084
Total debt—All Centers . $305,499 $135,967 $141,441 $90,423 $172,574 $1,398,505 $2,244,409 $2,267,967.

The $159.0 million of variable debt matuting in 2002 represents the outstanding borrowings under the
Company’s credit facility. It is anticipated that subsequent to December 31, 2001, the line of credit will be
extended to May 2003. : ' :

On December 15, 2002, the Company has $125.1 million of Debentures which will mature. The
Debentures are callable on June 15, 2002 at par plus accrued interest. The Company is negotiating a credit
facility with its bank group in which the proceeds are intended to retire these Debentures. The Company
expects to put this credit facility in place during 2002 and plans to fully retire the Debentures prior to their
mauirity. ‘ : :

In addition, the Company has assessed the market risk for its variable rate debt and believes that a 1%
increase in interest rates would decrease future earnings and cash flows by approximately $3.0 million per

year based on $300.2 million outstanding at December 31, 2001.

The fair value of the Company’s long term debt is estimated based on discounted -cash flows at interest
rates that management believes reflect the risks associated with long term debt of similar risk and duration.
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Item 8. Financial Statements and Supplementary Data ‘
Refer to the Index to Financial Statements and Financial Statement Schedules for the required information.

ltem 9. Changes in and Disaéreements with Accountants on Accounting and Financial Disclosure.

None.
Part 11

Item 10. Directors and Executive Officers.of the Company.

There is heréby incorporated by reference the information which appears under the captions “Election of
Directors,” “Executive Officers” and “Section 16 Reporting” in the Company’s definitive proxy statement
for its 2002 Annual Meeting of Stockholders. ‘

3> <o

ltem 11. Executive Compensation.

There is hereby incorporated by reference the information which appears under-the caption “Executive
Compensation” in the Company’s definitive proxy statement for its 2002 Annual Meeting of Stockholders;
provided, however, that the Report of the Compensation Committee on executive compensation and the °
Stock Performance Graph set forth therein shall not be incorporated by reference herein, in any of the
Company’s prior or future filings under the Securities Act of 1933, as amended, or the Securities Exchange
Act of 1934, as amended, except to the extent the Company specifically- incorporates such report or stock
performance graph by reference therein‘andvshall not be otherwise deemed filed under either-of such Acts.

Item 12, Security Ownership of Certain Beneficial Owners and Management

There is hereby incorporated by reference the inforniation which appeafs under the captions “V'Pn'ncipal
Stockholders,” “Information Regarding Nominees and Directors” and “Executive Officers” in the
Company’s definitive proxy statement for its 2002 Annual Meeting of Stockholders.

Item 13. Certain Relationships and Related Transactions =« i ‘ 5
There is hereby incorporated by reference the information which appears under the captions “Certain_
Transactions” in the' Company’s definitive proxy statement for its 2002 Annual Meeting of Stockholders.
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Part IV

Item 14. Exhibits, Financial Statements, Financial Statement Schedules and Reports on Form 8-K

Page
(a) 1. Financial Statements of the Company
Report of Independent Accountants ’ 42
Consolidated balance sheets of the Company as of December 31, 2001 and 2000" 43
Consolidated statements of operations of the Company for the years ended
December 31, 2001, 2000 and 1999 44
Consolidated statements of common stockholders™ equity of the Compény for the
years ended December 31, 2001, 2000 and 1999 o : 45
Consolidated statements of cash flows of the Company for the years ended - -
December 31, 2001, 2000 and 1999 46
Notes to consolidated financial statements : ‘ B 47-69
2. Financial Statements of Pacific Premier Retail Trust
Report of Independent Accountants IR ‘ ‘ 70
Consolidated balance sheets of Pacific Premier Retail Trust as of December 31, 2001
and 2000 : 71
Consolidated statements of operations of Pacific Premier Rerail Trust for the years
ended December 31, 2001 and 2000 and for the period from February 18, 1999
(Inception) through December 31, 1999 72
Consolidated statements of stockholders’ equity of Pacific Premier Retail Trust for the
years ended December 31, 2001 and 2000 and for the period from February 18, 1999
(Inception) through December 31, 1999 _ . 73
Consolidated statements of cash flows of Pacific Premier Retail Trust for the years
ended December 31, 2001 and 2000 and for the period from February 18, 1999
(Inception) through December 31, 1999 74
Notes to. consolidated financial statements 75-83
3. Financial Statements of SDG Macerich Properties, L.P. -

Independent Auditors’ Report . 84
Balance sheets of SDG Macerich Properties, L.P. as of December 31, 2001 and 2000 85
Statements of operations of SDG Macerich Properties, L.P. for the years ended
December 31, 2001, 2000 and 1999 ‘ 86
Statements of cash flows of SDG Macerich Properties, L.P. for the years ended
December 31, 2001, 2000 and 1999 ‘ 87
Statements of partners’ equity of SDG Macerich Properties, L.P. for years ended
December 31, 2001, 2000 and 1999 88
Notes to financial statements ‘ 89-93
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Page

(b)

(0). .

Financial Statement Schedules

Schedule ITI-Real estate and accumulated depreciation of the Company

Schedule I1I-Real estate and accumulated depreciation of Pacific Premier Retail Trust

. Schedule ITI-Real estate and accumulated depreciation of SDG Macerich Properties,

LP
Reports on Form 8-K °

Current Report on Form 8K, ‘event date February 19, 2002, filing the Company s
February 19, 2002 earnings release (as modified).

‘ Current Report on Form 8-K, event date. February 25, 2002 filing various agreements

relating to the Company’s sale of 1,968,957 shares of Common Stock on February 28,
2002. .

Exhibits

The Exhibit Indek attached hereto is incorporated by reférence under this item

i

94-95
96-97

98-100
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholders of The Macerich Company:

In our opinion, based on our audits and the report of other auditors, the consolidated financial statements-
listed in the index appearing under Item 14(a)(1) present fairly, in all material respects, the financial position
of The Macerich Company (the “Company”) at December 31, 2001 and 2000, 'and the results of its
operations and its cash flows for each of the three years in the period ended December 31, 2001 in
conformity with accountmg principles generally accepted in the United States of America. In addition, in
our opinion, the financial statement schedule listed in the index appearing under Item 14(a)(4) presents
fairly, in all material respects, the information set forth therein when read in conjunction with the related
consolidated financial statements. These financial statements and financial statement schedule are the
responsibility of the Company’s management; our responsibility is to express an opinion on thése financial
statements and financial statement schedule based on our audits. We did not audit the financial statements
of SDG Macerich Properties, L.P. (the “Partnership”), the investment in which is reflected in the
accompanying consolidated financial statements using the equity method of accounting, The investment in
the Partnership represents approximately 7.3% and 7.2% of the Company’s consolidated total assets at
December 31, 2001 and 2000, respectively, and the equity in income represents approximately 21.7%, 22.1%
and 13.7% of the related consolidated net income for each of the three years in the period ended
December 31, 2001. Those statements were audited by other auditors whose report thereon has been
furnished to us, and our opinion expressed herein, insofar as it relates to the amounts included for the
Partnership, is based solely on the report of the other auditors. We conducted our audits of these
statements in accordance with auditing standards generally accepted in the United States of America, which
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement presentation.
We believe that our audits and the report of other auditors provide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated financial statements, effective Januarjf 1, 2000, the Company
adopted Staff Accounting Bulletin 101. Additionally, as discussed in Note 2 to the consolidated financial

statements, effective January 1, 2001, the Company adopted Statement of Financial Accounting Standard
No. 133.

PricewaterhouseCoopers-LLP

Los Angeles, CA
February 13, 2002
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THE MACERICH COMPANY
CONSOLIDATED BALANCE SHEETS

(Dollars in thou‘sands, except share data)

oo

December 31,
2001 2000
ASSETS:
Property, net Lo ‘ $1,887,320  $1,933,584 -
Cash and cash equ1valents : 26,470 | 36 273
Tenant receivables, mclud.mg accrued overage rents of $6,390 in 2001 and $6,486 in : '

2000 . S 42,537 38,922
Deferred charges and orher assets, net o ) ’ 59,640 155,323
Investments in joint ventures and the Management Companies . 278,526 273,140 -

Total assets - - '\ .$2,294,502  $2,337,242
LIABILITIES, 'PREFERRED STOCK AND COMMON STOCKHOLDERS' EQUITY:
Mortgage notes payable: .- . .

Related parties T o ‘ $ 81,882 $ 133,063
" Others o , 4 . . 1,157,630 1,119,684
* Total S o 1,239512 1,252,747
Bank notes payable T - ‘ T ‘ 159,000 147,340
Convertible debentures ’ o ' . A ‘ ‘ 125,148 | 150,848
Accounts payable and accrued expenses 26,161 24,681
Due to affiliates - i h 998 - 8,800
Other accrued liabilities - e - : » ] 28,394 - 17,887
'Preferred stock dividend payable . . ‘ 5,013 . 4,831

Total liabilities e o U . ) ' 1,584,226 1,607,134
Minority interest in Operating Partnership _ . . . 113,986 120,500
Commitinents and contingencies (Note 11). o ‘ T Y
Series A cumulative convertible redeemable preferred stock, $.01 par value, 3,627, 131 .

shares authorized, issued and outstanding at December 31, 2001 and 2000 | 98,934 98,934
Series B cumulative convertible redeemable preferred stock, $.01 par value, 5,487,471 '

shares authorized, issued and outstanding at December 31, 2001 and 2000 .- 148,402 148,402

v T 247336 247,336
Common stockholders’ equity: * c o o ‘

.+ Common stock, $.01 par value, 100 000,000 shares authonzed 33,981,946 and

33,612,462 shares issued and outstanchng at December 31, 2001 and 2000, ,

respectively S : o 340 - 338

" Additional paid in capital 366,349 . 359,306
" Accumulated (deficit) earnings e - (4944) . 10,314

Accumulated other comprehensive loss o ' L (5820 -

Unamortized restricted stock ~ R S T : ' (6 971) ) (7,686)

Total common stockholders’ equity ‘ 348,954 362,272

Total liabilities, preferred stock and common stockholders’- equity ' $2,294,502  $2,337,242

The accompanying notes are an integral part of these financial statements.
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THE MACERICH COMPANY
CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollars in thousands, except share and per share amounts)

For the years ended December 31,

2001 2000 1999
REVENUES:
Minimum rents $ 201,481 $ 195236 § 204,568
Percentage rents 12,394 12,558 15,106
Tenant recoveries 109,163 104,125 ° 99,126
Other : " 11,535 8,173 8,644
Total revenues 334,573 320,092 "327,444
EXPENSES:
Shopping center and operating expenses . . 110,827 101,674 100,327
General and administrative expense ‘ 6,780 5,509 5,488
- : ) 117,607 107,183 105,815
Interest expense: ‘ ’
Related parties 6,935 10,106 10,170
Others 102,711 98,341 103,178
Total interest expense ‘ 109,646 108,447 113,348
Depreciation and amortizationi ) - " 65,983 61,647 61,383
Equity in income of unconsolidated joint ventures and the management companies 32,930 30,322 25,945
Gain (loss) on sale of assets 24,451 (2,773) 95,981
Income before extraordinary item, cumulative effect of change in accounting principle and
-minority interest 98,758 70,364 168,824
Extraordinary loss on early extinguishment of debt (2,034) (304) (1,478)
Cumulative effect of change in accounting principle - (963) -
Income of the Operating Partnership 96,724 69,097 167,346
Less minority interest in net income of the Operating Partnership : o © 19,001 12,168 38,335
Net income 77,723 ' 56,929 129,011
Less. preferred dividends ’ 19,688 18,958 18,138
Net income available to common stockholders : o ' $ 58035 § 37571 $ .110,873
Earnings per common share-basic:
Income before extraordinary item and cumulative effect of change in accountmg
principle $ 176 8 114 8 3.30
Extraordinary item : : : ; (0.04) (0.01) (0.04)
Cumulative effect of change in accounting principle ) B . - (0.02) - -
Net income-available to common stockholders ' ' 8 172 % 111§ 3.26
Weighted average number of common shares outstanding-basic : : 33,809,000 34,095,000 34,007,000
Weighted average number of common shares outstanding-basic, assuming full conversion ‘
of operating units outstanding .. - 44,963,000 45,050,000 46,130,000
Earnings per common share—diluted:
Income before extraordinary item and cumulative effect of change in accountmg
principle $ 176 8 114 8 3.01
Extraordinary item (0.04) (0.01) (0.02)
Cumulative effect of change in accounting principle ~ - (0.02) -
Net income-available to common stockholders s 172§ 118 2.99
Weighted average number of common shares outstanding—diluted for EPS 44,963,000 45,050,000 60,893,000

The accompanying notes are an integral part of these financial statements.
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THE MACERICH COMPANY

CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS’ EQUITY

{Dollars in thousands, except share data)

Common Accumulated Total

Common Stock  Additional Accumulated Other Unamortized Common

Stock Par . Paid In Eamings Comprehensive. . . Restricted Stockholders’

(# shares) Value Capital (Deficit) Loss - Stock Equity
Balance December 31, 1998° 33,901,963  $338 $367,610 g - " $(4.524) $363,424
Issuance costs. B . (198) . S (198)
Issuance of restricted stock- 176,600 4,007 4,007
Unvested restricted stock (176,600): - . (4,007) (4,007)
Restricted stock vested in 1999 51,675 -2,037 2,037
Exercise of stock options 88,250 ‘ 1,705 - . 1,705

Distributions paid $(1.965) per s

share . $(67,359), (67,359)

. Preferred dividends ... (18,138) (18,138)
Net income T 129,011 129,011
Conversion of OP units to o

. common stock 30,737 441 441
Adjustment to reflect minority

interest on a pro rata basis
according to year end ownership
percentage of Operating
Partnership : (9,669) (9,669)
Balance December.31, 1999 34,072,625 .338 .. 363,896 .. 43,514 - " (6,494) 401,254
Issuance costs [€4] @
Issuance of restricted stock’ 169,556 " 3,412 . .3,412°
Unvested restricted stock (169,556) : (3,412) (3,412)
Restricted stock vested in 2000 82,733 2,220 2,220 °
i Exercise of stock options 20,704 388 ) 388
P Common stock repurchase (563,600) (10,739) (10,739)
Distributions paid $(2.06) per share - 71,171) - (71,171)
* Preferred dividends (18,958) (18,958)
Net income - ’ - - - H 56,929 v 56,929
! Adjustment to reflect minority -
interest on a pro rata basis
according to year end ownership
pércentage of Operating ) i
B Partnership - - 12,356 o 2,356
Balance December 31, 2000 33,612,462 338 359,306 10,314 - ' (7,686) 362,272

" Comprehensive income: ’ )

Net income 77,723 - 77,723
Cumulative effect of change in

accounting principle ' $(7,148) (7,148)
Reclassification of deferred losses 1,328 1,328

Total comprehensive income’ 77,723 (5,820) 71,903
Issuance costs . 90 ’ To90
Issuance of restricted stock 145,602 3,196 3,196
Unvested restricted stock . (145,602) (3,196) '(3,196)
Restricted stock vested in 2001 .. 120,852 L 3911 3,911
Exercise of stock options 248,632 2 4,848 : T - 4,850
Distributions paid $(2.14) per share (73,293) (73,293)
Preferred: dividends o - (19,688) (19,688) -
Adjustment to reflect minority A

interest on a pro rata basis i ;

according to year end ownership

percentage of Operating : - -

Partnership (1,091) (1,091)
Balance December 31, 2001 33,981,946 $340 $366,349 . $(4,944) $(5,820) C 86,971y $348,954

The accompanying notes are an integral part of these financial statements,
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THE.MACERICH COMPANY ‘
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)

For the years ended December 31,

) 2001 2000 1999
Cash flows from operating activities: : )
Net income-available to common stockholders ) $ 58035 § 37971 §110,873
Preferred dividends ) 19,688 18,958 18,138
" Net. income ' ‘ 77,723 56,929 129,011
Adjustments to reconcile net income to net cash provided by operating activities:
Extraordinary loss on early extinguishment of debt 2,034 304 1,478
Cumulative effect of change in accounting principle : - 963 - -
(Gain) loss on sale of assets : (24,491) 2,773 . (95,981)
Depreciation and amortization - : ’ 65,983 61,647 61,383
Amortization of net discount on trust deed note payable 33 33 - 191
Minority interest in the net income of the Operating Partnership 19,001 12,168 38,335
Changes in assets and liabilities:
Tenant receivables, net : (3,615) (5,462) (3,174)
Other assets (529) 967 9,817
Accounts payable and accrued expenses 1,480 (3,134) 2,407
Due to affiliates (7,802)., 1,811 4,059
Other liabilities 10,507 (7,962) (8,178)
Accrued preferred stock dividend P c ) " . 182 183 228
Total adjustments 62,783 64,291 10,565
Net cash provided by operating activities : 140,506 121,220 139,576
Cash flows from investing activities: ' ' :
Acquisitions of property and property improvements . (14,889) (5,639)  (142,564)
Renovations, dispositions and expansions of centers . (53,264) (44,808) (74,560)
Tenant allowances (9,856) (5,913) (7,213)
Deferred leasing charges : v » (13,668) (11,352) (12,895)
Equity in income of unconsolidated joint ventures and the management companies (32,930) (30,322) (25,945)
Distributions from joint ventures 34,152 104,368 29,989
Contributions to joint ventures ‘ (6,608) (4,251)  (116,544)
Proceeds from sale of assets ) 39,744 - 106,904
Net cash (used in) provided by investing activities ] (57,319) 2,083 (243,228)
Cash flows from financing activities: .
Proceeds from mortgages, notes and debentures payable ] 345,727 295,672 584,270
Payments on mortgages, notes and debentures payable (315,033)  (305,897)  (328,452)
Deferred financing costs (2,852) - (385) (4,457)
Dividends and distributions (101,144) (97,917)  (114,259)
Dividends to preferred shareholders . (19,688) (18,958) (18,138)
Net cash (used in) provided by financing activities (92,990)  (127,485). 118,964
Net (decrease) increase in cash . (9,803) (4,182) 15,312 -
Cash and cash equivalents, beginning of period 36,273 40,455 25,143
Cash and cash equivalents, end of period $ 26,470 § 36,273 $§ 40,455
Supplemental cash flow information: : ‘
Cash payment for interest, net of amounts capitalized v '$109,856 $ 108,003 § 112,399
Non-cash transactions: ' v )
Disposition of property by assumption of debt $ 58,000 - ) -
" Contributions of liabilities in excess of assets to joint venture ‘ - - § 8820

The accompanying notes are an integral part of these financial statements.
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At BESELE T

THE MACERICH COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollérs in thousands, except per share amounts)

1. Organization and Basis of Presentation:

The Macerich Company (the “Company”) commenced operations effective with the completion of its
initial public offering (the “IPO”) on March 16, 1994. The Company is the sole general partner of and,
assuming conversion of the redeemable preferred stock, holds a 79% ownership interest in The Macerich
Partnership, L. P. (the “Operating Partnership™). The interests in the Operating Partnership are known as"
OP Units. OP Units not held by the Company are redeemable, subject to certain restrictions, on a
one-for-one basis for the Company’s common stock or cash at the: Company’s option:

The Cdmpany was organized to qualify as a real estate investment trust (“REIT”) under the Internal
Revenue Code of 1986, as amended. The 21% limited partnership interest of the Operating Partnershlp not
owned by the Company is reflected in these financial statements as minority interest.

The property management, 1easing and redeyelopment of the Company’s portfolio is provided by the three
management companies, Macerich Property Management Company, LLC, a Delaware limited liability
company, Macerich Manhattan Management Company, a California corporation, and Macerich
Management Company, a California corporation (collectively, the “Management Companies”). The term

“Management Companies” includes Macerich Property Management Company prior to its merger w1th '
Macerich Property Management Company, LLC (“MPMC, LLC™) on March 29, 2001.

Basis Of Presentation:

The consolidated financial statements of the Company include the accounts of the Company and the
Operaﬁng Partnership. The properties in which the Operating Partnership does not have a controlling
interest in, and the Management Companies (excluding MPMC, LLC), have been accounted for under the
equity method of accounting. Effective March 29, 2001, the Company consolidated the accounts for
MPMC, LLC. These entities are reflected on the Company’s consolidated financial statements as
“Investments in joint ventures and the Management Companies.” :

All significant mtercompany accounts and transactions have been eliminated in the consolidated financial
statemnents.

2. Sumfnary of Significant Accounting Policies:

Cash And Cash Equivalents:

The Company cons1ders all highly liquid investments W1th an original marurity of 90 days or less when
purchased to be cash equivalents, for which cost apprommates fair value. Included in cash is restricted cash
of $3,495 at December 31, 2001 and $1,464 at December 31, 2000.

Tenant Recezwzbles

Included in tenant receivables are allowances for doubtful accounts of $727 and $700 at December 31, 2001
and 2000, respectively. ' )
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THE MACERICH COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in thousands, except per share amounts)

2. Summary of Significant Accounting Policies: {Continued)

Revenues: , , . . _ , .

Minimum rental revenues are recognized on a straight-line basis over the terms of the related lease. The
difference between the amount of rent due in a year and the amount recorded as rental income is referred
to as the “straight lining of rent adjustment.” Rental income was decreased by $72 in 2001 and increased
by $865 in 2000 and $2,628 in 1999 due to the straight lining of rent adjustment. Percentage rents are
recognized on an accrual basis. Recoveries from tenants for real estate taxes, insurance and other shopping.
center operating expenses are recognized as revenues in the period the applicable expenses are incurred.

The Management Companies provide property management, leasing, corporate, redevelopment and
acquisition services to affiliated and non-affiliated shopping centers. In consideration for these services, the
Management Companies receive monthly management fees generally ranging from 1.5% to 5% of the gross
monthly rental revenue of the properties managed. o C

Propmy.' . .

Costs related to the redevelopment, construction and improvement of properties are capitalized. Interest .
incurred or imputed on redevelopment and construction projects are.capitalized until construction is
substantially complete. o -

Maintenance and repairs expenses are charged to operations as incurred. Costs for major replacements and
betterments, . which include HVAC equipment, roofs, parking lots, -etc. are capitalized. and depreciated over
their estimated useful lives. Realized gains and losses are recognized upon disposal or retirement of the
related assets and are reflected in earnings. i
Property is recorded at cost and is depreciated using a straight-line method over the estimated useful lives
of the assets as follows:

'

Buildings and improvements o ) . o 5-40 years
Tenant improvements initial term of related lease

Equipment and furnishings 5-7 years

The Company assesses whether there has been an impairment in the value of its long-lived assets by
considering factors such as expected future operating income, trends and prospects, as well as the effects of
demand, competition and other economic factors. Such factors include the tenants’ ability to perform their
duties and pay rent under the terms of the leases. The Company may recognize an impairment loss if the
income stream is not sufficient to cover its investment. Such a loss would be determined as the difference
between the carrying value and the fair value of a center. Management believes no such impairment has
occurred in its net property carrying values at December 31, 2001 and 2000. ‘ '
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THE MACERICH COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in thousands; except per share amounts)

2. Summary of Significant Accounting Policies: (Continued)

Deferred Charges: .

Costs relating to obtaining tenant leases are deferred and amortized over the initial term of the agreement
using the straight-line method. Cost relating to financing of shopping center properties are deferred and
amortized over the life of the related loan using the straight-line method, which approximates the effectwe
interest method The range of the terms of the agreements are as follows:

Deferred lease costs ’ ' ' 1-15 years
Deferred financing costs , 2 : o - 1-15 years

Deferred Acquisition Liability: .

As. part of the Company’s total consideration to the seller of Capitola Mall, the Company 1ssued $5,000 of
OP Units five. years after the acquisition date, which was December 21, 1995. The number of OP Units

was determined based on the Company’s common stock price at December 21, 2000. A total of 254,373 of '
OP Units were issued to these partners on December 21, 2000. '

Income Taxes: ) _
The Company elected to be taxed as a REIT under the Internal Revenue Code of 1986, as amended,
commencing with its taxable year ended December 31, 1994. To qualify as a REIT, the Company must
meet a number of organizational and operational requiremeﬁts, including a requirement that it distribute at
. least 90%- of its taxable income to its stockholders (95% for years beginning prior to January 1, 2001). It is
‘management’s current intention to adhere to these requirements and maintain the Company’s REIT status.
“ As a REIT, the Company generally will not be subject to corporate level federal income tax on net income
it distributes currently to its stockholders. As such, no provision for federal income taxes has been included
in the accompanying consolidated financial statements. If the Company fails to qualify as a REIT in any . )
taxable year, then it will be subject to federal income taxes at regular corporate rates (1nc1udmg any
applicable alternative minimum tax) and may not be able to qualify as a REIT for four subsequent taxable
years. Even if the Company qualifies for taxation as a REIT, the Company may be subject to certain state
and local taxes on its income and property and to federal 1ncome and excise taxes on its undlsmbuted
taxable income, if any. '

Each partner is taxed individually on its share of partnership income or loss, and accordingly, no provision

for federal and state income tax is prov1ded for the Operating Partnership in the consolidated ﬁnanc1al
statements. p '
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THE MACERICH COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in thousands, except per share amounts)

2. Summary of Significant Accounting Policies:. (Continued) . — o

The following table reconciles net income available to common stockholders to taxable income available to
common stockholders for the years ended December 31:

(Dollars in thousands) )

2001 2000 : 1999

Net income available to common stockholders $58,035 $37,971  $110,873
Add: Book depreciation and amortization available to common ’

- stockholders 41,813 39,699 37,554

Less: Tax depreciation and amortization available to common :

stockholders (37,154) (33,998)  (34,430)

Book/tax difference on gain on divestiture of real estate - 1,612 _ (42,370)

Other book/tax differences, net(1) o (354) 7,590 : - 705

Taxable income éyailable to common stockholders ) ‘ . §63,952 $51,262 § 72,332

(1) Primarily di to rent and investments in unconsolidated joint ventures.

For income rax purposes, distributions paid to common stockholders consist of ordinary income, capital
gains, return of capital or a combination thereof. The following table details the components of the
distributions for the years ended December 31: ‘

2001 2000 . 1999

Ordinary income = - o < " 18137 63.9% $1.73 84.0% $1.30 66.0%
Capital gains - S : I 038 17.7% - 0.0%- 0.61 31.0%
Unrecaptured Section 1250 Gain . ' 0022 103% = 0.0% 0.06 3.0%
Return of capital o 0.17 8.1% 033 160% . — 0.0%
Dividends paid- or payable - - ' $2.14 100.0% $2.06 100.0% $1.97 100.0%
Reclassifications:

Certain recla351ﬁcat10ns have been made to the 1999 and 2000 consohdatcd financial statements to conform
to the 2001 consolidated financial statements presentation.

Accounting Pronouncements .
In December 1999 the Secunues and Exchange Commission issued Staff Accountmg Bulletin 101,

“Revenue Recognition in Financial Statements” (“SAB 101”), which became effective for periods beginning
after December 15, 1999. This bulletin modified the timing of revenue recognition for percentage rent
received from tenants. This change will defer recognition of a significant amount of percentage rent for the
first three calendar quarters into the fourth quarter. The Company applied this change in accounting
principle as of January 1, 2000. The cumulative effect of this change in accounting principle at the adoption
date of January 1, 2000, including the pro rata share of joint ventures, was approximately $1,750. If the
Company had recorded percentage rent using the methodology prescribed in SAB 101, the Company’s net
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THE MACERICH COMPANY ‘ g
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) ... === - =i/

(Doliars in thousands, except per share amounts)

2. Summary of Significant Accounting Policies: (Continued) - - - - e P

income available to common stockholders would have ‘been reduced by $1,290 or $O 02 per diluted share.
for the year ended December 31; 1999. ‘ T

In June 1998, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting
Standard (“SFAS™) 133, “Accounting for Derivative Instruments and Hedging Activities,” (“SFAS:133")
which requires companies. to record. derivatives on the balance sheet, measured at fair-value. Changes in
the fair values of those derivatives are accounted for depending on the use of.the derivative and whether it;
qualifies for hedge accounting. The key criterion for hedge accounting is that the hedging relationship must
be highly effective in achieving offsetting changes in fair value: or cash flows. In june 1999, the FASB issued
SFAS 137,."Accounting for Deriyative Instruments and Hedging Activities,” -which.delayed the
implementation of SFAS 133 from January 1,.2000 to January 1, 2001. In June 2000, the FASB issued. SFAS
No. 138, “Accounting for Certain Derivative Instruments and Certain Hedging Activities—an Amendment of
FASB Statement No. 133,” (“SFAS 138"), which-amended the accounting and reporting standards of

SFAS 133. As a result of the adoption of SFAS 133 on January 1, 2001, the Company recorded,a transition ..
adjustment of $7,148 to accumulated other comprehensive income related to treasury rate lock transactions
settled in prior vears. The entire transition adjustment was reflected in the quarter ended March 31, 2001.

. The Company expects that $1;328 will be reclassified from.accumulated other comprehensive income to
earnings for the .year ended December 31, 12002 T LG e e eeesgio L
In June 2001, the FASB issu_ed,SFAS.‘ No. 143, ”Accounting for Asset Retirement Obligations,” which is
effective for fiscal years beginning after June 15, 2002., The statement provides accounting and reporting..
standards for recognizing obligations felated to asset retirement costs associated with the retirement, of . .
tangible long-lived assets, Under this statement, legal obligations associated with the retirement of
long-lived assets are to be fecognized at their fair value in the period, in which they are incurred if a
reasonable ‘estimate of fair value can be made. The fair value of the asset retirement costs is capitalized as
part of the carrying amourit of the long-lived asset and expensed using a systematic and rational method.
over the assets’ useful life. Any subsequent changes to the fair value of the liability: will be expensed. The
Company does not believe that the adoption of SFAS No. 143 will have a material impact on its
consolidated financial statements. : :

On July 1, 2001, the Company adopted SFAS No. 141, “Business. Combinations” (“SFAS 141"). SFAS 141. .-
requires that the purchase meth_od of accounting be used for all business combinations for which the date.
of acquisition is after June 30, 2001. SFAS 141 also_establishes specific criteria for the recognition of
intangible assets. The Company has determined that the adoption of SFAS 141 will not have an impact on
its consolidated financial statements. ‘ ’

In October 2001 the FASB 1ssued SFAS 144, “Accountmg for the Impalrment or Dlsposal of Long Lwed
Assets” (T'SFAS 144 "). SEAS 144 addresses financial accounting and reporting for the impairment or disposal
of long- hved assets. This statement supersedes SFAS 121, “Accounting for the Impalrment of Long-Lived
Assets and for Long- Lived Assets to be Disposed of " ("SFAS 1217). SFAS 144 establishes a single accountmg‘
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THE MACERICH COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

{Dollars in thousands, except per share amounts)

2. Summary of Significant Accounting Policies: (Continued)

model, based on the framework established in SFAS 121, for.long-lived assets to be disposed of by sale.
The Company adopted SFAS 144 on January 1, 2002. The Company has determined that the adoption of
SFAS 144 will not have a material impact on its consolidated financial statements.

Fair Value of Financial Instruments

To meet the reporting requirement of SFAS No. 107, “Disclosures about Fair Value of Financial
Instruments,” the Company calculates the fair value of financial instruments and includes this additional
information in the notes to consolidared financial statements when the fair value is different than the
carrying value of those financial instruments. When the fair value reasonably approximates the carrying
value, no additional disclosure is made. The estimated fair value amounts have been determined by the
Company using available market information and appropriate valuation methodologies. However,
considerable judgment is required in interpreting market data to develop the estimates of fair value.
Accordingly, the estimates presented herein are not necessarily indicative of the amounts that the Company
could realize-in a current market exchange. The use of different market assumptions and/or estimation
methodologies may ‘have a material effect on the estimated fair value amounts.

Interest rate cap agreements were purchased by the Company from third parties to hedge the risk of
interest rate increases on some of the Company’s variable rate debt. The cost of these cap agreements was
amortized over the life of the cap agreement on a straight line basis. Payments received as a result of the
cap agreements were recorded as a reduction of interest expense. The unamortized costs of the cap
agreements were included in deferred charges. The fair value of these caps would vary with fluctuations in
interest rates. The Company was exposed to credit loss in the event of nonperformance by these counter
parties to the financial instruments; however, management did not anticipate nonperformance by the
counter parties. As of December 31, 2001 and 2000, no interest rate cap agreements were outstanding,

The Company periodically enters into treasury lock agreements in order to hedge its exposure to interest
rate fluctuations on ‘anticipated financings. Under thése agreements, the Company pays or receives an
amount equal to the difference between the treasury lock rate and the market rate on the date of
settlement, based on the notional amount of the hedge. The realized gain or loss on the contracts was
recorded on the balance sheet, in other assets, and amortized as interest expense over the period of the
hedged loans. As of January 1, 2001, in accordance with SFAS 133, the gain or loss on the contracts has
been reclassified to'accumulated other comprehensive income on the balance sheet. As of December 31,
2001 and 2000, no treasury lock agreements were outstanding. ‘ ' ) '

Earnings Per Share (“EPS”):

The computation of basic earnings per share is based on net income and the weighted average number of
common shares outstanding for the years ended December 31, 2001, 2000 and 1999. The computdtion of
diluted earnings per share includes the effect of outstandirig restricted stock and common stock options
calculated using the Treasury stock methdd. The OP Units not held by the Company have been ‘included
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THE MACERICH COMPANY _ . o
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in thousands, except per share amounts)

‘2, Summary of Significant Accounting Policies: (Continued) - o ‘ R
in the diluted EPS calculation since they are redeemable on a one-for-one basis. The followmg table
reconciles the basic and diluted earnings per share.calculation: ‘

(in thousands, except per share data)
. Lo For the years ended

2001 2000 . [ . 1999
Net Per Net : Per - Net i Per
. Income  Shares  Share  Income  Shares  Share Income Shares Share
Net income 377,723 33,809 $5-6,929 34,095 © o $129,011 34,007
Less: Dreferred stock dividends 19,688 18,958 18,138
Basic' EPS
Net income-available to common Lo : .
stockholders ' " $58,035 33,809 $1.72 $37,971 34,095 $1.11 $110,873 34,007 $3.26
Diluted EPS:
Conversion of OP units T 19,001 1,154 e 12,168 10955 38,335 12,123
Employee stock options and restricted - Lo T ; ‘ :
stock . S - ., n/a-antidilutive © pla-antidilutive 1,824, 462 -
Convertible preferred stock .. - - .n/a-antidilutive . . . n/a-antidilutive - 18,138 9,115
Convertible debentures o n/a-antidilutive . /a-antidilutive 12,616 5,186

Net income-available to common | o . ‘ . , .
stockholders $77,036 44,963 3172 $50,139 45,050 $1.11 $181,786 60,893 $2.99

Cona’ntmnon qfka G : . N
The Company maintains its cash accounts in a number of commercial banks ‘Accounts at these banks are
guaranteed by the Federal Deposit Insurance Corporation (“FDIC”) up to $100. At various times dunng the
year, the Company had deposits in excess of the FDIC insurance lnmt oL : L
No Center generated more than 10% of shopping center revenues dun'ng 2001, 2000 or 1999.

_The Centers-derived approximately 91.6%, 91:3% and 90.2% of their total rents for the years ended
December 31, 2001, 2000 and '1999; respectively, from Mall and Freestanding Stores. The Limited.
represented 4.6%, 4.4% and 5.2% of total minimum rents in place as of December»31, 2001, 2000 and 1999,
reépectiVely, -and no other retailer represented more than 3.5%, 3.0% and 3.2% of total minimum rents as
of December 31, 2001,-2000.and 1999, respectively: " : .. R : : e

Management Estimates:

The preparation of financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities' and disclosure of contingent assets’
and liabilities at the date of the financial statements and the reported amounts of revenués and expenses
during the repomng penod Actual results could differ from those estimates. :
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THE MACERICH COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in thousands, except per share amounts)

3. Investments In Joint Ventures and the Management Companies:

The following are the Company’s investments in various joint ventures. The Operating Partnership’s
interest in each joint venture as of December 31, 2001 is as follows: ' :

. The Operating
Joint Venture Partnership’s Ownership %
Macerich Northwestern Associates 50%
Manhattan Village, LLC : : 10%
MerchantWired, LLC ) ' . 9.64%
Pacific Premier Retail Trust 51%
Panorama City Associates ' - ' : 50%
SDG Macerjch Properties, L.P. ) 50%
West Acres Development ’ ‘ . ' 19%

As of March 28, 2001, the Operating Partnership also owned all of the non-voting preferred stock ‘of
Macerich Property Management Company and Macerich Management Company, which is generally entitled
to dividenids equal to 95% of the net cash flow of each company. Macerich Manhattan Management-
Company is a wholly owned subsidiary of Macerich Management Company. Effective March 29, 2001,
Macerich Property Management Company merged with and into Macerich Property Managenient ) '
Company, LLC (“MPMC, LLC”). MPMC, LLC is a single-member Delaware limited liability company and
is 100% owned by the Operating Partnership. The ownership structure of Macerich Management Company
has remained unchanged. The Company accounts for the Management Companies (exclusive of MPMC,
LLC), and joint ventures using the equity method of accounting. Effective March 29, 2001, the Company
consolidated the accounts for MPMC, LLC.

On February 18, 1999, the Company formed Pacific Premier Retail Trust ("PPRT”), a *%s joint venture
with Ontario Teachers’ Pension Plan Board (“Ontario Teachers”) which closed on the acquisition of three
regional malls, the retail component of a mixed-use “development, five contiguous properties and two
non-contiguous community shopping centers comprising approximately 3.6 million square feet for a total
purchase price of approximately $427,000. On July 12, 1999, the Company closed on the acquisition of the
office component of the mixed-use development for a purchase price of approzimately $111,000.

On June 2, 1999, Macerich Cerritos, LLC (“Cerritos™), a wholly-owned subsidiary of Macerich Managemeht
Company, acquired Los Cerritos Center in Cerritos, California. The total purchase price: was $188,000,
which was funded with $120,000 of debt placed concurrently with the closing and a $70,800 loan from the
Company.

On October 26, 1999, 49% of the membership interests of Macerich Stonewood, LLC (“Stonewood™),
Cerritos and Macerich Lakewood, LLC ("Lakewood“), were sold to Ontario Teachers” and concurrently
Ontario Teachers’ and the Company contributed their 99% collective membership interests in Stonewood
and Cerritos and 100% of their collective membership interests in Lakewood to PPRT. Lakewood,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(DoIIars in thousands, except per share amounts)

3. Investments In Joihti» Ventures and the Management Cohpanies: {(Continued)

Stonewodd, and Cerritos:own Lakewood Mall, Stonewood Mall and Los. Cerritos Center, respectively. The
total value of the transaction was approzimately $535 000. The propertles were contributed to PPRT
subject to ex1st1ng debt of $322,000. -

The results of these Jomt ventures are included for'the perlod subsequent to the1r respectlve dates of
acquisition. ‘ ’ :

On October 27, 1999, Albany Plaza a 145 462 square foot community center, Wthh was owned 51% by
the Macerich Management Company, was sold. ‘

On November 12, 1999, Eastland Plaza, a 65,313 square foot commumty center, WthI’l was 51% owned by
the Macerich Management Company, was sold.

On September 30, 2000, Manhattan Vil]age, a 551,847 square foot regional shopping center, 10% of which
was owned by the Operating Partnership, was sold. The joint venture sold the property for $89,000,
including a note receivable from the bnyer for $79,000 at a fixed interest rate of 8.75% payable monthly,
until its maturity date of September 30, 2001 On December 28, 2001, the note receivableé’ was paid down
by $5, 000 and the maturity date was extended to. September 30, 2002 at a new fixed interest rate of 9.50%.
A gain from sale of the property for $10,945 was recorded at September 30, 2000.

Combined and condensed balance sheets and statements of operations are presented below for all
unconsolidated joint ventures and the Management Companies.

: COMBINED AND CONDENSED BALANCE SHEETS OF JOINT VENTURES AND THE MANAGEMENT
COMPANIES

December 31, . December 31,

, 2000 2000
ASSETS: ‘ : . | :
Properties, net - : 152,179,908 - $2,064,777
Other assets @ ; - 157,494 155,919
Total assets ) $2,337,402 $2,220,696
LIABILITIES AND PARTNERS' CAPITAL: i I
Mortgage notes payable . - . . - $1,457,871 2:$1,4:61_,85‘7
Other liabilities~ ‘ : : 138,531 51,791
The. Company’s capital ' - ' " . 278,526 " - 273,140
Outside partners’ capital - ’ ‘ . ST 462,474 : 433,908
' Total liabilities and partners’ capital : . $2,337,402  $2,220,696 -
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THE MACERICH COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollars in thousands, excépt per share amounts)

4. Propérty:

Property is summarized as follows: °

December 31,
2001 2000
Land Coew S $ 382,739 $ 397,947
Buxldmg lmprovements ) ‘ 1,688,720 1,716,860
Tenant improvements e B 66,808 . ' 56,723
Equipment & furnishings - _ . 18,405 12,2591
Construction in progress S T 71,161 44,679
, 2,227,833 2,228,468
Less; accumulated depreciation ‘ _ - (340,504) (294,884)
) ) ' $1,887,329 . $1,933,584

Depreciation expense for the years ended December 31, 2001, 2000 and 1999 was $54,973, $51,764 and

852,592, respcctlvely

A gain on sale of assets of $24,491 for the year ended December 31, 2001 is primarily a result of the

Company se]lmg Villa Marina Markerplace on December 14, 2001.
5. Deferred Charges And Other Assets:

‘Deferred charges and other assets are summarized as follows:

‘ Decehzbfr 31,

, 2001 2000
Leasing ‘ $ 49,832 $ 43,606
Financing- o 19,271 17,956
' T ' ' | 69,103 61,562

Less, accumulated amortization ’ «(32,514) (28,761)
L " _ : 36,589 32,801
Other assets - . 23,051 22,522
' ' $ 59,640 'S 55,323
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THE MACERICH COMPANY e U '
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued): "+ - . . .©# ‘
(Dollars in thousands, except per share amounts) ) o

6. Mortgage Notes Payable:

Mortgage notes payable at December 31, 2001 and December 31, 2000 consist of the following:

Carrying Amount of Notes
2001 2000
Property Pledged o : Related " Related Interest Payment Maturity
As Collateral ) Other Party Other Party  Rate Terms Date
Wholly-Owned Centers: W . .
Capitola Mall(b) i © - 8§ 47857 - 5 36587 7.13% . 380(2) 2011
Carmel Plaza CT $ 28,358 - § 28,626 - 8.18% 202(a) 2009
Chesterfield Towne Center 62,742 - 63,587 - 9.07% ’ 548(c) 2024
Citadel 70,708 - 72,001 - 7.20% . .554(a) 2008
Corte Madera, Village at - ' 70,626 - 71,313 - -7.75%" 516{(a) 2009
Crossroads Mall-Boulder(d) ) - 34,025 - 34,476  7.08% 244(a) 2010
Fresno Fashion Fair - 68,724 - 69,000 -, 6.52% 437(a) 2008
Greeley Mall - ' - 14,348 - 15,328 - - 8.50% . 187(a) 2003
Green Tree Mall/Crossroads-OK/Salisbury(e) - 117,714 - uz714 - 7.23% interest only 2004
Holiday Village o - - - 17,000 6.75% interest only ®
Northgate Mall - - - 25,000 6.75% interest only 6]
Northwest Arkansas Mall . . 59,867 .- 61,011 . . - 7.33% . 434(a) 2009
Pacific View(g) 88,715 - - - 7.16% 602(a) 2011
Parklane Mall - - - 20,000 6.75% interest only [63)
Queens Center 98,278 - 99,300 - 6.88% 633(a) 2009
Rimrock Mallh) ‘ ‘ 45,966 - 29,845 L - 745% 320(a) 2011
Santa Monica Place(i) 84,275 - " 84,939 T~ 7.70% 606(a) 2010
South Plains Mall 63,474 - .~ - 64,077 o= B22% 454(a) . 2009
South Towne Center 64,000 - 64,000 - 6.61% interest only 2008
Valley View Center 51,000 - 51,000 - 7.89% interest only 2006
Villa Marina Marketplace(j) . - - 58000 - - — 7.23% interest only 2006
Vintage Faire Mall(k) 69,245 - 69,853 - 7.89% 508(a) 2010
Westside Pavilion 99,590 - 100,000 - 6.67% interest only 2008
Total-Wholly Owned Centers $ 1,157,630 $ 81,882 § 1,119,684 $ 133,063
Joint. Venture Centers (at pro rata share):
Broadway Plaza (50%)(1) - 8 35328 - $ 36032 6.68% 257(a) 2008
Pacific Premier Retail Trust (51%)(1): )
Cascade Mall 3 12,642 - § 13261 - 6.50% 122(2) 2014
Kitsap Mall/ Kitsap Place(m) 31,110 - 31,110 - B.06% 230(a) 2010
Lakewood Mall(n) . 64,770 - 64,770 = 7.20% interest only 2005
Lakewood Mall(o) o 8,224 - 8,224 —  4.38% interest only 2003
Los Cerritos Center 59,385 - 60,174 - 7.13% . 421(a) 2006
North Point Plaza - 1,747 - 1,821 - 650%. - . - 16(a) 2015
Redmond Town Center—Retail 31,564 - 32,176 - 650% 224(a) 2011
Redmond Town Center-Office(p) ~ 44,324 - 45,500  6.77% 370(a) 2009
Stonewood Mall(q) . 39,653 - 39,653 - 741% 275(a) 2010
Washington Square 58,339 - 59,441 - 670% 421(a) 2009
Woashington Square Too L 6,088 - 6,318 .- 6.50% .. S53(a) 2016
SDG Macerich Properties L.P. (50%)(I)(r) 185,306 - 186,607 - 6.54% 1,120(a) 2006
SDG Macerich Properties L.P. (50%)1)(r) 92,250 - 92,250 —  2.39% interest only 2003
SDG Macerich Properties L.P. (50%)(1)(r) 40,700 - 40,700 - 2.27% interest only 2006
West Acres Center (19%)(1)(s) 7,425 - 7,600 - 6.52% 57(a) 2009
West Acres Center (19%)(1)(t) 1,894 - - - 917% 18(a) 2009
Total-Joint Venture Centers $ 641,097 $§ 79,652 $ 644,105 $§ 81,532
Total-All Centers $ 1,798,727 $ 161,534 § 1,763,789 § 214,595

(a) This represents the monthly payment of principal and interest.

- NN
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Mortgage Notes Payable: (Continued)

On May 2, 2001, the Company refinanced the debt on Capitola Mall. The-prior loan was pazd in ﬁdl and a new note was issued
Jfor 548,500 bearing interest ar @ _fored rate of 7.13% and mamuring May 15, 2011,

This amount represents the monthly payment of principal-and interest.. In addition, contingent interest, as defined in the loan
agreement, may be due to the extent that 35% of the amount by which the property’s gross receipts (as defined in the loan-
agreement) exceeds a base amount specified therein. Contingent interest expense recognized by the Company was 3584, $417 and
8385 for the years ended December 31, 2001, 2000 and 1999, respectively. ‘

This note was issued at a discount.” The discount is being amortized over the life of the loan using the effective interest method. At
Deceinber 31, 2001 and December 31, 2000, the unamortized discount was $297 and $331, respectively.

This loan is cross collateralized by Green Tree Mall, Crossroz{dr Mall-Oklahoma and the Cent%e at Salisbury.
‘These loans were paid oﬁ” in full on March 31, 2001.
This loan was issued on July 10, 2001 for 589,000, and may be z’ﬁérmmzf up to 596,000 subject to certain conditions.

On October 9, 2001; the Company refinanced the debt on Rimrock Mall. The prior loan was paid in full and a new note was issued
for 846,000 bearing interest at a fived rate of 7.45% and maturing October 1, 2011.-The Company incurred a loss on &zr[y
extinguishment of the prior debr+in October 2001 of 81,702. :

On October 2, 2000, the Company .reﬁnzznced this loan with a 10 year fixed rate 385,000 loan bearing interest at 7.70%. The prior
loan bore interest at LIBOR plus 1.75%.

This property was solz_Zk on December 14, 2001, The buyer of the property assumed the debt in Sull.

On August 31, 2000, the Company refinanced the debt on Vintage Faire. The prior loan was paid in full and a new note was issued
Jor 870,000 bearing interest at a fixed rate of 7.89% and maturing Seprembc’r 1, 2010. The Company incurred a loss on early
exringuishment of the prior debt in 2000 of §954.

Reflects the Company’s pro rata share of debt.

At aci]uz‘sz‘tzbn, this debt was recorded at its fair value of $41,475, which included an unamortized premium of $2,050. This
?remz‘um was being amortized as interest expense over the life of the loan using the effective interest method. The joint venture’s
monthly debt service was §349 and was calculated based on an 8.60% interest rate, At December 31, 1999, the Joint venture’s
unamortized premium wis $1,365. O June-1, 2000, the joint venture paid off in full the old debt and a new note was issued for
361,000 bearing interest at-a fixed rate of 8.06% and maturing fune 2010. The new loan is tnterest only until ‘December 31, 2001,
Effective January 1, 2002, monthly principal and interest of $450 will be payable through maturity. The new debt is cross-
collateralized by Kitsap Mall and Kitsap Place.

In connection with the acquzsztzan of thz.; property, the joint venture assumed $127,000 of collateralized fixed rate notes (the
“Notes”). The Notes bear interest at an average flxed rate of 7. 20/ and mature in August 2005. The Notes require the joint venture
to depoxzt all cash flow from the properiy opérations with a trustee to meet its obligations under the Notes. Cash in extess of the
required amount, as defined, is released. Included in cash and cash equivalents is $750 of restricted cash deposited with the trustee

at December 31, 2001 and at December 31, 2000.

On July 28, 2000, the joint venture placed a 816,125 floating rate note on the property bearing interest at LIBOR plus 2.25% and
maturing July 2003. At December 31, 2001 and 2000, the total interest rate was 4.38% and 9.0%, respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) -~

(Dollars in thousands, except per share amounts)

6. Mortgage Notes Payable: (Continued)

(p) Concurrent with the acquisition, the joint venture placed 876,700 of debt and obtained a construction loan for an additional $16,000.
The entire principal of 816,000 has been drawn on the construction loan.

() On December 1, 2000, the joint venture refinanced the debr on Stonewood. The prior loan was patd in full and a new note was
issued for 877,750 bearing interest at a fixed rate of 7.41% and maturing December 11, 2010. The joint venture incurred a loss on
early extinguishment of the prior debt in 2000 of $375. . B

(r)  In connection with the acquisition of these Centers, the joint venture assumed $485,000 of morigage notes payaﬁle which are
collateralized by the properties. At acquisition, the 300,000 ﬁxed rate portion of this debt reflected a fair value of $322,700, which
included an unamortized premium of $22,700. This premium is being amortized as interest expense over the life of the loan using
the effective interest method. At December 31, 2001 and December 31, 2000, the unamortized balance of the debr premium was
813,512 and 516,114, respectively. This debt is due in' May 2006 and requires monthly paymenss of §1,852. §184,500 of this debt is
due in May 2003 and requires monthly interest payments at a variable weighted average rate (based on LIBOR) of 2.39% and 7.21%
at December 31, 2001 and December 31, 2000, respectively. This variable rate debt is covered by an interest rate cap agreement,
which effectively prevents the interest rate from exceeding 11.53%. On Apnil 12, 2000, the joint venture issued $138,500 of additional
mortgage notes, Which are collateralized by the properties and are due in May 2006, $57,100 of this debt requires fixed monthly

- interest payments of §387 at a weighted average rate of 8.13% while the floating rate notes of $81,400 require monthly interest
payments at a4 variable weighted average rate (based on LIBOR) of 2.27% and 7.08% at December 31, 2001 and December 31, 2000,
respectively. This variable rate debt is covered by an interest rate cap agreement, whick effectively prevents the interest rate from
exceeding 11.83%.

(s)  On January 4, 1999, the joint venture replaced the prior debt with a new loan of §40,000. The loan has a fixed interest rate of
6.52% and matures January 2009. The debr is interest only until January 2001 at which time monthly payments of principal and
interest will be due in the amount of $299. ‘

t) On Sqatemb%r 27, 2001, the joint venture placed a 810,000 loan on the property bearing interest at a fixed rate of 9.17% maruring
December 1, 2009, ‘

Certain mortgage loan agreements contain a prepayment penalty provision for the early extinguishment of
the debt.

Total interest expense’ capitalized, including the pro rata share of joint ventures of $§909, §1,407 and $573
(in 2001, 2000 and 1999, respectively), during 2001, 2000 and 1999 was $6,561, $8,619 and $7,243,
respectively. . ' :

The fair value of mortgage notes payable, including the pro rata share of joint ventures of $721,084 and

$727,769 at December 31,-2001 and December 31, 2000, respectively, is estimated to be approximately
$1,983,183 and $2,009,932, respectively, based on current interest rates for comparable loans.
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(Do|lars in thousands, except per share amounts)

6. Mortgage Notes Payable: (Continued)

The above debt matures as follows: .
Years Ending = ' - Wholly-Owned ~_jJoint Venture Centers *

December. 31, S : - Centers (at pro rata share) - .. Total
2002 e ©'$" 13,585 8 7,766 $ 21,351
2003 ’ o : 26,838 o - 109,129 ' : 135,967
2004 oo L 132,200 179,241 : 141,441
2005 " ‘ . 15,671 - " 74,752 : 90,423
2006 ‘ ST e7.85 : 104,723. ‘ - 172,574
2007 and beyond ) « v 983367 - . 4151387 v 1,398,505

' e $1,239,512 $720749 51,960,261

The debt maturing in 2002 reflects the amortization of principal on existing debt.
7. Bank and Other Notes Payable:

The Company has a. credit facility of $200,000 with.a:maturity of May 2002 with a right to extend the
facility for one year subject to certain conditions. It is anticipated that subsequent to December 31, 2001,
the line of credit will be extended to May 2003. The interest rate on such credit facility fluctuates between
1.35% and 1.80% over LIBOR depending on leverage levels:. As-of December 31, 2001 and December. 31,
2000, §159,000 and $59,000 of borrowings.were outstandmg under this line of credit at interest rates of .

3. 65% and 7.90%, respectively. P AT . RS L
Addltlonally, as of December 31, 2001, the Company has obtained $776 in letters of credit guaranteeing
performance by the Company of certain obligations relating to the Centers. The Company does not believe
that these letters of credit will result in a liability to.the Company. EERT . :

During January 1999, the Company entered into a. bank construction loan. agreement 1o fund $89,250 of .
costs related to the redevelopment of Pacific View. The loan bore intérest at, LIBOR plus 2.25%. through
2000. In Jagua‘gy.ZOOI,,the interest.rate was reduced to LIBOR plus 1.75% and the loan was scheduled.to
mature in February 2002. Principal was drawn as construction costs were incurred: As of December 31,
2000, $88,340 of principal had been drawn under the loan at an interest rate of 8.63%. On July 10, 2001,

the Company paid off this loan in full and a permanent loan, was issued for $89,000, which may be
increased up to $96,000 subject to certain conditions, bearing interest -at a fixed rate of 7.16% ahd maturing
August 31, 2011.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars. in thousands, except per share amounts)

N
8. Convertible Debentures:

During 1997, the Company issued and sold $161,400 of its convertible subordinated debentures (the
“Debentures™). The' Debentures, which were sold at par, bear interest at 7.25% annually (payable
semi-annually) and are convertible into common stock at-any time, on or after 60 days, from the date of
issue at a conversion price of $31.125 per share. In November and December 2000, the Company
purchased and retired $10,552 of the Debentures. The Company recorded a gain on early extinguishment
of debt of $1,018 related to the transaction. In December 2001, the Company purchased and retired an
additional $25,700 of the Debentures. The Debentures mature on December 15, 2002 and are callable by
the Company after june 15, 2002 at par plus accrued interest. The Company is negotiating a credit facility
with its bank group in which the proceeds are intended to retire the Debentures. The Company expects to
put this fac111ty in place durlng 2002 and fully retire the Debentures prior to their maturity.

9. Related-Party Transactions:

The Company engaged the Management Companies to manage the operations of its properties and certain
unconsolidated joint ventures. During 2001, 2000 and 1999, management fees of $757, $3,094 and $3,247,
respectively, were paid to the Management Companies by the Cnmpany During 2001, 2000 and 1999,
management fees of $7,640, $7,322 and $4,982, respectively, were paid to the Management Companies by
the Jomt ventures. :

Certain mortgage notes are held by one of the Company’s joint venture partners. Interest expense in
connection with these notes was $6,935, $10,106 and $10,171 for the years ended December 31, 2001, 2000
and 1999, respectively. Included in accounts payables and accrued expense is interest payable to these
partners of $263 and $509 at December 31, 2001 and 2000, respectively.

In 1997 and 1999, certain executive officers received loans from the Company totaling $6,500. These loans
are full recourse to the executives. $6,000 of the loans were issued under the terms of an employee stock -
incentive plan, bear interest at 7%, are due in 2007 and 2009 and are secured by Company common stock
owned by the executives. On February 9, 2000, $300 of the $6,000 of loans was forgiven with respect to
three of these officers and charged to compensation expense. The $500 loan issued in 1997 is non interest
bearing and is forgiven ratably over a five year term. These loans recelvable are included in other assets at
December 31, 2001 and 2000.

Certain Company officers and affiliates have guaranteed mortgages of $21, 750 at one of the Company s
joint venture properties and $2,000 at Greeley Mall.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in thousands, except per share amounts)

10. Future Rental Revenues:

Under existing noncancellable operating lease agreements, tenants are commltted to pay the following -

minimam rental payments to the Company:

Years Ending

December 31,

2002 .. $168,436
2003 158,737
2004 - 147,433
2005 130,029
2006 112,246
2007 and beyond 441,355

$1,158,236

11. Commitments and Contingencies:

The Company has certain guarantees totaling $6,810 relating to its ownership interest in MerchantWired,

LLC.

The Company has certain propemes subject to noncancellable operatmg ground leases. The leases’ explre at

various times through 2070, subject in some cases to options to extend the terms of the lease. Certain

leases prov1de for contingent rent payments based on a percentage of base rental income, as defined.

Ground rent expenses, net of amounts capitalized, were $396, $345 and $890 for the years ended
December 31, 2001, 2000 and 1999, respectwely No contmgent rent was incurred for the years ended

December 31, 2001, 2000 or 1999.

v 4

v

Minimum future rental payments requiféd under the leases are as follows:

Years Ending
December 31,

2002 $2,022
2003 2,022
2004 2,026
2005 2,026
2006 < 2,026
2007 and beyond 113,028

$123,150
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11. Commitments and Contingencies: (Continued)

The Company has a 2.9% interest in Constellation Real Technologies, LLC, a joint venture investing in
real estate technology initiatives and opportunities. The Company funded $959 in 2001 and has committed
to fund up to an additional $3,041 to this joint venture.

Perchloroethylene (“PCE”) has been detected in soil and groundwater in the vicinity of a dry cleaning
establishment at North Valley Plaza, formerly owned by a joint venture of which the Company was a 50%
member. The property was sold on December 18, 1997. The California Department of Toxic Substances
Control ("DTSC”) advised the Company in 1995 that very low levels of Dichloroethylene (“1,2 DCE™), a
degradation byproduct of PCE, had been detected in a municipal water well located 1/4 mile west of the’
dry cleaners, and that the dry cleaning facility may have contributed to the introduction of 1,2 DCE into
the water well. According to DTSC, the maximum contaminant level (“MCL”) for 1,2 DCE which is
permitted in drinking water is 6 parts per billion (“ppb”). The 1,2 DCE was detected in the water well at a
concentration of 1.2 ppb, which is below the MCL. The Company has retained an environmental
consultant and has initiated extensive testing of the site. The joint venture agreed (between itself and the
buyer) that it would be responsible for continuing to pursue the investigation and remediation of impacted
soil and groundwater resulting from releases of PCE from the former dry cleaner. A total of $118, §187
and $149 have already been incurred by the joint venture for remediation, professwnal and legal fees for
the years ending December 31, 2001, 2000 and 1999, respectively. An additional $188 remains reserved by
the joint venture as of December 31, 2001, which management has estimated as its remaining obligation
for the remediation. The joint venture has been sharing costs with former owners of the property.

The Company acquired Fresno Fashion Fair in December 1996. Asbestos has been detected in structural
fireproofing throughout much of the Center. Testing data conducted by professional environmental
consulting firms indicates that the fireproofing is largely inaccessible to building occupants and is well
adhered to the structural members. Additionally, airtborne concentrations of asbestos were well within
OSHA’s permissible exposure limit (PEL) of .1 fcc. The accounting for this acquisition includes a reserve of
$3,300 to cover future removal of this asbestos, as necessary. The Company incurred $148, $26 and $91 in
remediation costs for the years ending December 31, 2001, 2000 and 1999, respectively. An additional
$2,610 remains reserved at December 31, 2001.

i

12. Profit Sharing Plan:

The Management Companies and the Company have a retirement profit sharing plan that was established
in 1984 covering substantially all of their eligible employees. The plan is qualified in accordance with
section 401(a) of the Internal Revenue Code. Effective January 1, 1995, this plan was modified to include a
401(k) plan whereby employees can elect to defer compensation subject to Internal Revenue Service
withholding rules. This plan was further amended effective February 1, 1999, to add the Macerich
Company Common Stock Fund as a new investment alternative under the plan. A total of 150,000 shares
of common stock were reserved for issuance under the plan. Contributions by the Management Companies
are made at the discretion of the Board of Directors and are based upon a specified percentage of
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12, Profit Sharing Plan: (Continued) . .

employee compensation. The Management Companies and-the Company contributed $923, $833 and $615
to the plan during the years ended December 31, 2001, 2000 and 1999, respectively. -

13. Stock Option Plan:

The Company has established employee stock incentive plans under which stock options or restricted stock
and/or other stock awards may | be awarded for the purpose of attracting and retaining executive officers,
directors and key employees. The Company has issued options to employees and directors to purchase
shares of the Company under the stock incentive plans The term of these options is ten years from the
grant date. These options generally vest 33%%.per year over three years and were issued and are
exercisable at the market value of the common stock at the grant date. Options granted under these plans
to non-employee directors vest six months from the grant date. :

In addition, the Company has established a plan for non employee directors. The non emplo'yee director
options have a term of ten years from the grant date, vest six months after grant and are issued at the
market value of the common stock on the grant date The plan reserved 50,000 shares of which all shares
were granted as of December 31, 2001.

The Company issued 704,094 shares of restricted stock under the employees stock incentive plans to
executives as of December 31, 2001. These awards are granted based on certain performance criteria for
the Company. The restricted stock generally vests over 3 to 5 years and the compensation expense related
to these grants is determined by the market value at the vesting date and is amortized over the vesting |
period on a straight line basis. As of December 31, 2001 and 2000, 289,482 and 169,559 shares, respectively,
of restricred stock had vested. A total of 145,602 shares at a weighted average price of §21.95 were issued
in 2001, a total of 169,556 shares at a weighted average p'rice of $20.125 were issued in 2000, and a total of
176,600 shares at a weighted average price of §22.69 were issued in 1999. Restricted stock is subject to
restrictions determined by the Company’s compensation committee. Restricted stock has the same dividend
and voting rights as common stock and is considered issued when vested. Compensation expense for
restricted stock was $3,911, $2,220 and $2,037 in 2001, 2000 and 1999, respectively.

Approximately 449,536 and 31,000 of additional shares were reserved and were available for issuance under

the stock incentive plans at December 31, 2001 and 2000, respectively., The plans allow for, among other
things, granting options or restricted stock at market value.
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13. Stock Option Plan: (Continued)

The following table summarizes all stock options granted, exercised or forfeited under the employee and
director plans over the last three years: :

Weighted

. Average

; B Non-Employee Dzrc]’gltor Exercise Price

neentive flans - A1 4 of Options On Exercisable

Option Price .Option Price . . Exercisable Options

; . Shares Per Share Shares Per Share At Year End At Year End

Shares outstanding at ‘ v : . '
December 31, 1998 1,986,311 $ 19.00-§ 27.38 30,500 § 19.00-$ 28.50 1,330,654 . $ 19.38
Granted 520,000 $ 23.375 5,000 $ 20.688
Exercised (88,250) $ 19.00 -

Forfeited (18,500) - -

Shares outstanding at _

December 31, 1999 2,399,561 $ 19.00-827.38.35,500 $ 19.00-$28.50 1,536,473 $ 21.72
Granted - 60,000 § 19.813-§ 20.313 5,000 - $ 19.813
"Exercised’ (15,000) $ 19.00 -

Shares outstanding at ) .
December 31, 2000 2,444,561 $ 19.00-§ 27.38 40,500 §$ 19.00-$ 28.50 1,934,680 $ 21.91
Granted 22,500 $ 26.600 2,500 $ 26.600
Exercised : (248,489) $ 19.00 -

Forfeited (433,500) $ 19.00-$ 27.38 -

Shares outstanding at : '

December 31, 2001 1,785,072 $ 19.00-§ 27.38 43,000 §$ 19.00-$ 28.50 1,609,740 $21.56

The weighted average exercise price for options granted in 1999 was $23.35, in 2000 was $20.12, and $26.60
in 2001. '

The weighted average remaining contractual life for options outstanding at December 31, 2001 was 5 years
and the weighted average remaining contractual '

The Company records options granted using Accounting Principles Board (APB) opinion Number 25,
“Accounting for Stock Issued to Employees and Related Interpretations.” Accordingly, no compensation
expense is recognized on the date the options are granted. If the Company had recorded compensation
expense using the methodology prescribed in SFAS 123, “Accounting for Stock-Based Compensation,” the
Company’s net income would have been reduced by approximately $32 or $0.00 per share for the year
ended December 31, 2001, $471 or $0.01 per share for the year ended December 31, 2000 and $488 or
$0.01 per share for the year ended December 31, 1999. The weighted average fair value of options granted
during 2001, 2000 and 1999 were $0.98, $1.27 and $0.98, respectively. The fair value of each option grant
issued in 2001, 2000 and 1999 is estimated at the date of grant using the Black-Scholes option-pricing model
with the following weighted average assumptions: (a) dividend yield of 9.75% in 2001, 10.2% in 2000 and
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13. Stock Option Plan: (Continued)-

10% in 1999, (b) expected volatility of the Company’s stock of 17.31% in 2001, 20.35% in 2000 and- 17.29%
in 1999, (c) a risk free interest rate based on U.S. Zero Coupon Bonds with time of maturity approximately
equal to the options’ expected time to exercise and (d) expected optlon lives of five years for options
granted in 2001, 2000 and 1999.

14. Deferred Compensation Plans: -

The Company has established deferred compensation plans under which key executives of the Company
may elect to defer receiving a portion of their cash compensation otherwise payable in one calendar year
~until a later year. The Company may, as determined by the Board of Directors at its sole discretion, credic
a participant’s account with an amount equal to a percentage of the pérti‘cipant’s: deferral. The Company
contributed $461, $387 and $296 to the plans during the years ended December 31, 2001, 2000 and 1999,

respectively.

In addition, certain executives have split dollar life insurance agreements with the Company whereby the
Company generally pays annual premiums on a life insurance policy in an amount equal to the executives
deferral under one of the Company’s deferred compensation plans.

15. Stock‘ Repurchase Program:

On November 10, 2000, the Company’s Board of Directors approved a stock repurchase program of up to

.3.4 million shares of common stock. As of December 31, 2000, the Company repurchased 564,000 shares of
its common stock at an average price of $19.02 per share. No shares were repurchased under this program
by the Company in 2001.

16. Cumulative Convertible Redeemable Preferred Stock:

On February 25, 1998, the Company issued 3,627,131 shares of Series A cumulative convertible redeemable
preferred stock (“Series A Preferred Stock™) for proceeds totaling $100,000 in a private placement. The
preferred stock can be converted on a one for one basis into common stock and will' pay a quarterly
dividend equal to the greater of $0.46 per share, or the dividend then payable on a sharé of common stock.

On June 17,1998, the Company issued 5,487,471 shares of Series B cumulative convertible redeemable

preferred stock (““Series B Preferred Stock™) for proceeds totaling $150,000 in a private placement. The

preferred stock can be converted on a one for one basis into common stock and will pay a quarterly
dividend equal to the greater of $0.46 per share, or the dividend then payable on a share.of common stock.

No dividends will be declared or paid on any class of common or other junior stock to the extent that
dividends on Series A Preferred Stock and Series B Preferred Stock have not been declared and/or paid.
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16. Cumulative Convertible Redeemable Preferred Stock: (Continued).

The holders of Series A Preferred Stock and Series B.Preferred Stock have redemption rights if a change of
control of the Company occurs, as defined under the respective Articles Supplementary for each series.
Under such circumstances, the holders of the Series A Preferred Stock and Series B Preferred Stock are
entitled to require the Company to redeem their shares, to the extent the Company has funds legally
available therefor, at a price equal to 105% of their respective liquidation preference plus accrued and
unpaid dividends. The Series A Preferred Stock holder also has the right to require the Company to
repurchase its shares if the Company fails to be taxed as a REIT for federal tax purposes at a price equal to
115% of its liquidation preference plus accrued and unpaid dividends, to the extent funds are legally

available therefor. -

17. Quarterly Financial Data (Unaudited):

The foHoWing isa Sumrnary of periodic results of operations for 2001 and 2000:

2001 Quarter Ended 2000 Quarter Ended
Dec 31 Sept'30  Juné 30 Mar 31 Dec 31 Sept 30 June 30 Mar 31
Revenues $ 93,233 § 82,886 $ 80,691 $ 77,763 § 91,597 § 76,937 3§ 76,255 § 75,303
Income before minority interest and ‘ ' C ‘
extraordinary items 54,042 17,245 13,907 13,564 26,658 15,102 14,628 13,976
. Income before extraordinary items 37,370 9,267 6,827 6,605 16,199 8,153 7,597 7,289
Net income-available to common
stockholders . -’ ) 35,523 9,267 6,826 6,419 16,879 - 7,169~ 7,597 6,326
Income before extraordinary items and ’ E
cumulative effect of change in - ,
accounting principle per share $097 3027 §$020 $020 $046 $024 §022° 8022
Net income-available to common
stockholders per share-basic $105 $027 $020 - 3020 $046 $021 $022 §$022

18. Segment Information:

During. 1998, the Company adopted SFAS No
Related Information” (“SFAS 131"). SFAS 131 established standards for disclosure about operating segments
and related disclosures about products and services, geographic areas and major customers. The Company
currently operates in one business segment, the acquisition, ownership, redevelopment, management and
leasing of regional and community shopping centers. Additionally, the Company operates in one geographic

area, the United States.

19. Subsequent Events:

. 131, “Disclosures about Segments, of an Enterprise and

On February 15, 2002 a dividend/ distribution of $0.55 per share was declared for common stockholders
and OP Unit holders of record on February 22, 2002. In addition, the Company declared a dividend of
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19. Subsequent Events: (Contmued)

$0.55 on the Company’s Series A Preferred Stock and a dividend of $0.55 on the Company’s Serles B
Preferred Stock. All dividends/distributions will be payable on March 7, 2002.

On Pebruary 28 2002 the Company issued 1,968,957 common shares with total net proceeds of 852,214,
The proceeds from the sale of the common shares will be used prmc1pally to. finance a portion of the
Queens Center. expansion and redevelopment project and for general corporate purposes.

On March 19, 2002; the' Company sold Boulder Plaza, a 159,238 square foot commumty center, in Boulder,
Colorado for $24,750. The proceeds from the sale lel be used for general corporate purposes
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Trustees and Stockholders of Pacific Premier Retail Trust:

In our opinion, the accompanying consolidated financial statements listed in the index appearing under
Item 14(a)(1) present fairly, in all material respects, the financial position of Pacific Premier Retail Trust
(the “Trust™) at December 31, 2001 and 2000, and the results of its operations and its cash flows for the
years ended December 31, 2001 and 2000 and for the period from February 18, 1999 (Inception) through
December 31, 1999 in conformity with accounting principles generally accepted in the United States of
America. In addition, in our opinion, the financial statement schedule listed in the index appearing under '
Item 14(a)(4) presents fairly, in all material respects, the information set forth therein when read in
conjunction with the related consolidated financial statements. These financial statements and financial
statement schedule are the responsibility of the Trust’s management; our responsibility is to express an
opinion on these financial statements and financial statement schedule based on our audits. We conducted.
our audits of these statements in accordance with auditing standards generally accepted in the United States
of America, which require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated financial statements, effective January 1, 2000, the Trust adopted
Staff Accounting Bulletin 101.

PricewaterhouseCoopers LLP

February 13, 2002
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PACIFIC PREMIER RETAIL TRUST
(A Maryland Real Estate Investment Trust)

CONSOLIDATED BALANCE SHEETS

(Dollars in thousands, except share data)

December 31,
2001 2000
ASSETS: ‘
Property, net $1,001,032  $1,001,484
Cash and cash equivalents 6,?»27 12,174
Tcnarit receivables, net 8,347 9,756
Deferred rent receivables. 7,888 5,806
Deferred charges, less accumulated amortization of $1,977 and $851 at December 31, ‘
2001 and 2000, respectively 4,879 3,745
Other assets o 1,404 612
Total assets $1,030,277  $1,033,577
LIABILITIES AND STOCKHOLDERS’ EQUITY:
Mortgage notes payable: ‘
Related parties ‘ $ 86910 $ 89215
Others 614,746 621,465
Total 701,656 710,680
Accounts payable 1,416 2,524
Accrued interest payable 3,598 3,705
Accrued real estate taxes 2,468 1,486
Tenant security deposits 1,278 1,171
Other accrued liabilities 4,605 3,425
Due to related parties - 863 1,802
Total liabilities 715,884 724,793
Commitments (Note 8)
Stockholders™ equity: ‘
Series A redeemable preferred stock, $.01 par value, 625 shares authorized, issued
and outstanding at December 31, 2001 and 2000 - - : - -
Common stock, $.01 par value, 219,611 shargs_ authorized issued and outstanding -
at December 31, 2001 and 2000 ‘ ’ 2 2
Additional paid in capital h 307,613 307,613
Accumulated earnings 6,778 1,169
Total stockholders’ equity 314,393 308,784
Total Habilities and stockholders’ equity $1,030,277  $1,033,577

The accompanying notes are an integral part of these financial statements.
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PACIFIC PREMIER RETAIL TRUST
(A Maryland Real Estate Investment Trust)

CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended December 31, 2001 and 2000 and
for the Period from February 18, 1999 (inception)
through December 31, 1999

(Dollars in thousands)

2001 2000 - 1999
Revenues:

Minimum rents $100,315 $ 94,496 $46,170
Percentage rents 6,140 5,872 3,497
Tenant recoveries 37,604 34,187 15,866
Other income 1,950 1,605 336
Total revenues 146,009 136,160 65,869

Expenses: . ‘ .
Interest ‘ 48569 46,527 21,642
Depreciation and amortization 22,817 20,238 10,463
Maintenance and repairs 9,757 9,051 = 4,627
Real estate taxes 11,028 10,317 4,743
Management fees 4,952 4,584 2,253
General and administrative 2,909 2,280 1,132
Ground rent : - 1,157 634 905
Insurance 1,485 891 301
Marketing 824 895 662
Utilities _ 6,002 4,978 2,012
Security ‘ , 3,892 3,524 1,724
Total expenses ) . 113,392 103,919 50,464

Income before minority interest, extraordinary item and cumulative effect '

of change in accounting principle 32,617 32,241 15,405
Minority interest . ' ’ 82 63. 14
Extraordinary (gain) loss on early extinguishment of debt ' . . (69) 375 -
Cumulative effect of change in accounting principle : : - 397 -
Net income $ 32,604 $ 31,406 $15,391

The accompanying notes are an integral part of these financial statements.
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PACIFIC PREMIER RETAIL TRUST
(A Maryland Real Estate Investment Trust)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

For the Years Ended December 31, 2001 and 2000 and -
for the Period from February 18, 1999 (Inception)
through December 31, 1999

(Dollars in thousands, except share data)

Common Preferred  Common  Additional Total
stock stock stock Par Paid in Accumulated Stockholders’
(% of shares) (# of shares) value capital Earnings Equity
Common stock issued to Macerich PPR L . ST . ' »'
. Corp. ) 111,691 ’ $1  S$115,527 $115,528
Common stock issued to Ontario _ . .

Teachers™ Pension Plan Board 107,920 1 189,677 ' "~ 189,678
Preferred stock issued 625 2,500 ‘ ' 2,500
Issuance costs o)) 1)
Distributions paid to Macerich PPR . : :

" .Corp. o $(6,524) (6,524)
Distributions paid to Ontario Teachers’ ‘ v v :

Pension Plan Board . (6,268) (6,268)
Other distributions paid . 18y . - (18) .
Net income © 15,391 15,391
Balance December 31, 1999 219,611 625 2 307,613 2,581 310,196
Distributions paid to Macerich PPR o :

Corp. . . o ' L (16,645)  (16,645) -
Distributions paid to Ontario Teachers’ . ’ ' N

Pension Plan Board " (16,098)  (16,098)
Other distributions paid ‘ ' - (75) (75)
Net income . - 31,406 31,406
Balance December 31, 2000 219,611 625 2 307,613 1,169 308,784
Distributions paid to Macerich PPR ' | _ :

Corp. , (13,677) (13,677)
Distributions paid to Ontario Teachers’ .

Pension Plan Board v (13,243)  (13,243)
Other distributions paid ’ - - (75) (75)
Net income ‘ LT ' 32,604 32,604
Balance December 31, 2001 | 219,611 625 52 $3‘07,'6‘13‘ $6,778 $314,393

The accompanying notes are an z‘ntcgm? part of these ﬁm;na'al statements.
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PACIFIC PREMIER RETAIL TRUST
(A Maryland Real Estate Investment Trust)

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2001 and 2000 and
for the Period from February 18, 1999 (Inception)
through December 31, 1999

(Dollars in thousands)

2001 2000 1999
Cash flows from operating activities:
Net income . ‘ $32,604 § 31,406 $§ 15,391
Adjustment to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 22,817 20,238 10,463
Minority interest ) 82 63 14
Extraordinary (gain) loss on early extinguishment of debt . (69) 375 -
_ Cumulative effect of change in accounting principle - 397 -
Changes in assets and liabilities:
Tenant receivables, net 1,409 (3,360) (3,438)
Deferred rent receivables (2,082) (3,305) (2,501)
Other assets (792) 166 27
Accounts payable l (1,108) (562) 2,870
Accrued interest payable C o7 149 2,285
Accrued real estate taxes 982 574 (1,228)
Tenant security deposits 107 153 - 315
Other accrued liabilities 1,098 (5,830) 5,435
Due to related parties T (939) 323 4,108
Total adjustments 21,398 .9,381 18,350
Net cash flows provided by operating activities 54,002 40,787 33,741
Cash flows from investing activities:
Acquisition of property and improvements ' (21,119) (36,284)  (389,536)
Deferred leasing costs (2,287) (2,372) " (704)
Net cash flows used in investing activities (23,406) (38,656)  (390,240)

Cash flows from financing activities:

Proceeds from notes payable 163,188 203,444

Payments on notes payable ' '(9,024) (123,670) (4,942)
Net proceeds from preferred stock offering To- - 409
Contributions - - 175,266
Distributions (26,620) (32,443) (12,737)
_ Preferred dividends paid (375) (375) (73)
Deferred finance costs @24 (952) (573)
Net cash flows (used in) provided by financing activities (36,043) 5,748 . 360,794
Net (decrease) increase in cash =~ (5,447) 7,879 14,295
Cash, beginning of period . ) ) . 12,174 4,295 -
Cash, end of year $ 6727 $ 12,174 § 4,295
Supplemental cash flow information: ’
Cash payments for interest, net of amounts capitalized $48,676 § 46,378 . $ 18,087
Non-cash transactions:
Non-cash contribution of assets, net of assumed debt - - $131,100
Non-cash assumption of debt - - $150,625

The accompanying notes are an integral part of these financial statements.
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PACIFIC PREMIER RETAIL TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands, except per share amounts)

1. Organization and Basis of Presentation:

On February. 18, 1999, Macerich PPR Corp. (the “Corp”), an indirect wholly owned subsidiary of The
Macerich Company (the “Company”’), and Ontario Teachers’ Pension Plan Board (“Ontario Teachers™)
acquired a portfolio of properties in the ﬁrst of a two- phase acquisition and formed the Pac1ﬁc Premier
Retail Trust (the “Trust”).

The first phase of the acquisition consisted of three regional malls, the retail component of a mixed-use
development and five contiguous properties comprising. approximately 3.4 million square feet for a-total
‘purchase price of approximately $415,000. The purchase price was funded with a $120,000 loan placed
concurrently with the closing, $109,800 of debt from an affiliate of the seller and $39,400 of assumed debt. -
The balance of the purchase price was paid in cash. o

The second phase consisted of the acquisition of the office component of the mixed-use devélopment for a
purchase price of approx1mate1y $111,000. The putchase price was funded with a $76 700 loan placed
concurrently with the closing and the balance was paid in cash. :

On October 26, 1999, 99% of the membership interests of Los ‘Cerritos Center and Stonewood Mall and
100% of the membership interests of Lakewood Mall were contributed from the Company and Qntafio
Teachers to the Trust. The total value of the transaction was approximately $535,000. The properties were
contributed to the Trust subject to existing debt of $322,000. The properties were recorded at '
approximately $453,100 to reflect the cost basis of the assets contributed to the Trust.

The Trust was organized to qualify as a real estate investment trust (“REIT”) under the Internal Revenue

Code of 1986, as amended. The Corp maintains a 51% ownership interest in the Trust, while Ontario
Teachers’ maintains a 49% ownership interest in the Trust. '
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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1. Organization and Basis of Presentation: (Continued)

The properties as of December 31, 2001 and their locations are as follows:

Cascade Mall )
Creekside Crossing Mall
Cross Court Plaza
Kitsap Mall

- Kitsap Place Mall
Lakewood Mall

Los Cerritos Center
Northpoint Plaza
Redmond Towne Center
Redmond Office
Stonewood Mall
Washington Square Mall
Washington Square Too

-Burlingron, Washington

Redmond, Washington
Burlington, Washington
Silverdale, Washington
Silverdale, Washington
Lakewood, California
Cerritos, California
Silverdale, Washington
Redmond, Washington
Redmond, Washington
Downey, California
Portland, Oregon-

Portland, Oregon

2. Summary of Significant Accounting Policies:

Cash and Cash Egquivalents:

The Trust considers all highly liquid investments with an original miaturity of 90 days or less when
purchased to be cash equivalents, for which cost approximates fair value. Included in cash is restricted cash
of $2,366 and $1,207 at December 31, 2001 and 2000, respectively. '

Tenant Receivables:
Included in tenant receivables are accrued overage rents of $2,700 and $2,630 and an allowance for
doubtful accounts of $596 and $258 at December 31, 2001 and 2000, respectively.

Revenues:

Minimum rental revenues are recognized on a straight-line basis over the terms of the related lease. The
difference between the amount of rent due in a year and the amount recorded as rental income is referred
to as the “straight lining of rent adjustment.” Rental income was increased by $2,082, $3,306 and $2,501 in
2001, 2000, and 1999, respectively, due to the straight lining of rents. Percentage rents are recognized on an
accrual basis. Recoveries from tenants for real estate taxes, insurance and other shopping center operating
expenses are recognized as revenues in the period the applicable expenses are incurred.

Property:
Costs related to the redevelopment, construction and improvement of properties are capitalized. Interest
incurred or imputed on redevelopment and construction projects are capitalized until construction is

substantially complete. '
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(Dollars in thouéands, except per share amounts)

2. Summary of Significant Accounting Policies: (Continued)

Maintenance and repairs expenses are charged to opérations as incurred. Costs for major. replacements and
betterments, which includes HVAC equipment, roofs, parking lots, etc: are caiﬁitalized"and depreciated over
their estimated useful lives. Realized gains and losses are recognizéd upon disposal or retirement of the
related assets and are reflected in earnings. , ' ‘

Property is recorded at cost and is deprec1ated using .a stralght line.method over the estimated lives of the
assets as follows:

Buildings and improvements : ' R - 5-39 years

Tenant improvements ‘ ‘ . initial term of related lease
Equipment and furnishings ‘ o ... 57years

The Trust assesses whether there has been an impairment in the value of its long-lived assets. By
considering factors such as expected future operating income, trends and prospects, as well as the effects of
demand, competition and other economic factors. Such factors include the tenants’.ability to perform their
duties and pay rent under the terms of the leases. The Trust may recognize an impairment loss if the
income stream is not sufficient to cover its investment. Such a loss would be determined as the difference
between the carrying value and the fair value of a'property. Management believes rio ‘such 1mpa1rmer1t has
occurred in its net property carrymg values at December 31, 2001 and 2000.

. Deferred C‘harges: i ‘

Costs relating to OBtaming_tenéi;t leases are deferred and amortized over the initial term of the agreement
using the straight-line method. Costs relating to financing of properties are deferred and amortized over the
 life of the related loan using the straight-line method, which approximates the effective interest method.
The range of the terms of the agreements are as follows:

Deferred lease costs ‘ . ’ ‘ ’ C : 1-9 years
Deferred. financing costs o ' ' ' " 1-12 years

Income taxes: . .

The Trust elected to be taxed as a REIT under the Internal Revenue Code- of 1986, as amended,
commencing with its taxable year ended December 31, 1999. To qualify as a REIT, the Trust must meet a
number of organizational and operational requirements, including a requirement that it distribute at least
90% of its taxable income to its stockholders (95%. for years beginning prior to January 1, 2001). It is
management’s curtent intention to adhere to these requirements and maintain the Trust’s REIT status. As
a REIT, the Trust generally will not be subject to corporate level federal income tax on net income it
distributes currently to its schkho_lders. As such, no provision for federal income taxes has been included in
the accompanying consolidated financial éfétements, If the Trust fails to qualify as a REIT in any raxable
year, then it will be Asu’bject to federal income taxes at regular corporate rates (including any applicable
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PACIFIC PREMIER RETAIL TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) :

(Dollars in fhousands, except per share amounts)

2. Summary of Significant Accounting Policies: (Continued)

alternative minimum tax) and may not be able to qualify as a REIT for four subsequent taxable years.
Even if the Trust qualifies for taxation as a REIT, the Trust may be subject to certain state and local taxes
on its income and property and to federal income and excise taxes on its undistributed taxable income, if
any.. '

The following table reconciles net income to taxable income for the years ended December 31:

* (Dollars in thousands)

2001 - 2000 1999

Net income - $32,604 $31,406 $15,391
 Add: Book depreciation and amortization - 22,817 20,238 10,463
Less: Tax depreciation and amortization (23,415) (21,820)  (8,796)
Other book/tax differences, net(1) ‘ (2,775)  (6,774) - (3,142)

Taxable income : ' ’ ' ' $29,231 $23,050 $13,916

(1) Primarily due to timing differences relating to straight-line rents and prepaid rents.

For income tax purposes, distributions consist of ordinary income, capital gains, return of capital or a
combination thereof. The following table details the components of the distributions for the years ended
December 31:

2001 2000 1999
Ordinary income . 812121 100.0% $122.74_  81.0% $65.11  100.0%
Return of capital - 0.0% - 2879  19.0% - 0.0%
Dividends paid or payable ' $121.21  100.0% $151.53  100.0% $65.11  100.0%

Accounting Pronouncements:
In December 1999, the Securities and Exchange Commission issued Staff Accounting Bulletin 101,

“Revenue Recognition in Financial Statements™ (“SAB 1017), which became effective for periods beglnmng
after December 15, 1999. This bulletin modified the timing of revenue recognition for percentage rent
received from tenants. This change will defer recognition of a significant amount of percentage rent for the
first three calendar quarters into the fourth quarter. The Trust applied this change in accounting principle
as of January 1, 2000. The cumulative effect of this change in accounting principle at the adoption date of
January 1, 2000, was apprbximately $397. If the Trust had recorded percentage rent using the methodology
prescribed in SAB 101, the Trust’s net income would have been reduced by $397 for the period ended

-December 31, 1999. :

In June 1998, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accountihg

Standard (“SFAS™) 133, “Accounting for Derivative Instruments and Hedg'ing‘Activities,’” ("SFAS 133™)
which requires companies to record derivatives on the baldnce sheet, measured at fair value. Changes in
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2. Summary of Significant Accounting Policies: (Continued)

the fair values of those derivatives are accounted for depending on the use of the derivative and whether it
qualifies for hedge accounting. The key criterion for hedge accounting is that the hedging relationship must
be highly effective in achieving offsetting changes in fair value or cash flows.-In June 1999, the FASB issued
SFAS 137, “Accounting for Derivative Instruments and Hedging Activities,” which delayed the
implementation of SFAS 133 from January 1, 2000 to January 1, 2001. In June 2000, the FASB issued SFAS
No. 138, “Accounting for Certain Derivative Instruments and Certain’ Hedging Activities—an Amendment of
FASB Statement No. 133,” (“SFAS 138”), which amended the accounting and reporting standards of

SFAS 133. The Trust has determined the implementatidn of SFAS 133 and SFAS 138 will. not have an
impact on its consolidated financial statements. - : . e

In June 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations,” which is
effective for fiscal years beginning after June 15, 2002. The statement provides accounting and reporting
standards for recognizing obligations related to asset retirement costs associated with the retirement of
tangible long-lived assets. Under this statement, legal obligations associated with the retirement of
long-lived assets are to be recognized at their fair value in the period in which they are incurred if a -
reasonable estimate of fair value can be made. The fair value of the asset retirement costs is capitalized as
part of the carrying amount of the longlived asset and expensed using a systematic and rational method
over the assets’ useful life. Any subsequent changes to the fair value of the liability. w111 ‘be expensed. The
Trust does not believe that the adoption of SFAS No. 143 will have a material 1mpact on its consolidated |
financial statements.. ‘ ‘

On July 1, 2001, the Company adopted SFAS No. 141, “Business Combinations” (“SFAS 141”). SFAS 141
requires that the purchase method of accounting be used for all business combinations for which the date
of acquisition is after June 30, 2001. SFAS 141 also establishes specific criteria for the recognition of - -
intangible assets. The Company has determined that the adoption of SFAS 141 will not have an 1rnpact on
its consolidated ﬁnanc1al statements.

In October 2001, the FASB issued SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets” (“SFAS 144”). SFAS 144 addresses financial accounting and reporting for the impairment ordisposal
of longlived assets. This statement supersedes SFAS 121, “Accounting for the Impairment of Long-Lived '
Assets and for Long-Lived Assets to be Disposed of” (“SFAS 121”). SFAS 144 establishes a smgle accounting
model, based on the framework established in SFAS 121, for long-lived assets to be disposed of by sale.
The Trust adopted SFAS 144 on January 1, 2002. The Trust has determined that the adopnon of SFAS 144
will not have a material impact on its consolidated financial statements. o :

Fair Value of Fz’naﬂc‘zal Instruments:

To meet the reporting requirements of SFAS No. 107, “Disclosures about Fair Value of Financial
Instruments,” the Trust calculates the fair value of financial instruments and includes this additional
information in the notes to the consolidated financial statements when the fair value is different than the
carrying value of those financial instruments. When the fair value reasonably épproximates the carrying
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(Doliars in thousands, except per share amounts)

2. Summary of Significant Accounting Policies: (Continued)

value, no additional disclosure is made. The estimated fair value amounts have been determined by the
Trust using available market information and appropriate valuation methodologies. However, considerable
judgment is required in interpreting market data. to develop the estimates of fair value. Accordingly, the
estimates presented herein are not necessarily indicative of the amounts that the Trust could realize in a
current market exchange. The use of different market assumptions and/or estimation methodologies may
have a material effect on the estimated fair value amounts.

Concentration of Risk: .

The Trust maintains its cash accounts in a number of commercial banks. Accounts at these banks are
guaranteed by the Federal Deposit Insurance Corporation {(“FDIC™) up to $100. At various times during the
year, the Trust had deposits in excess of the FDIC insurance limit.

AT&T Wireless Services represented 12.1%, 12.8% and 9.5% of total minimum rents in place as of
December 31, 2001, 2000, and 1999, respectively; and no other tenant represented more than 3.5%, 3.8%
and 2.7% of total minimum rents as of December 31, 2001, 2000 and 1999, respectively.

Management Estimates: S

The preparation of financial statements in conformity with generally accepted accounting principles
("GAAP”) requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ

from those estimates:
3. Property:

Property is summarized as follows:

December 31,

2001 2000

Land ‘ ‘ $ 237,754 § 237,754
Building and improvements . | ‘ ‘ 803,615 783,170
Tenant improvements 4,180 2,348
Equipment and furnishings . 2,921 1,417
Construction in progress . : R 3,978 6,640
‘ 1,052,448 1,031,329

Less, accumulated depreciation (51,416} (29,845)

$1,001,032  $1,001,484

Depreciation‘ expense for the years ended December 31, 2001 and 2000 and the period ended 1999 was
$21,571, $19,543 and $10,302, respectively. ‘
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4. Mortgage Notes Payable:

Mortgage notes payable at December 31, 2001 and 2000 consist of the following::

Carrying Amount of Notes
‘ 2001 2000 )
Property Pledged Related Relared  Interest. Payment  Maturity
As Collateral Other  Party” ' Other  Party  Rate Terms Date
Cascade Mall $ 24,788 ~ 8 26,002 - 650% 239(a) 2014 -
Kitsap Mall/Kitsap Place(b) 61,000 - 61,000 - 8.06% . 450(a) 2010,
Lakewood Mall(c) . . 127,000 - 127,000 - 7.20% interest only 2005
Lakewood Mall(d) i : 16,125 - 16,125 - 4.38% interest only 2003
Los Cerritos Center 116,441 - 117,988 - 7.13% 826(a) 2006
North Point Plaza i : 3,425 - 3,571 - 6.50% 31i(a) 2015
Redmond Town Center—Retail ] 61,890 - 63,090 - 650% 439(a) 2011
Redmond Town Center~Office(e) - $86,910 - $89,215 6.77% 726(a) 2009
Stonewood Mall(f) ) 77,750 - 77,750 - 7.41% 539(a) 2010
Washington Square R _ 114,390 . — 116,551 - 6.70% ' 825(a) 2009
Washingron Square Too 11,937 - 12,388 - 6.50% 104(a) 2016
Toral ' ' ) " $614,746 $86,910 $621,465 $89,215 o

(a) This represents the monthly payment of principal and interest.

(B)  In connection with the dequisition of this propérty, the Trust assiimed 839,425 of debt. At acquisition, this debt was recorded at fair
value of $41,475, which included an unamortized premium of $2,050. This premium -was being amortized as interest expense over:
the life of the loan using the effective interest method. The Trust’s monthly debt service was §349 and was calculated based on an
8.60% interest rate. At December 31, 1999, the Trust’s unamortized premium was $1,365. On fune 1, 2000, the Trust paid offin
Sull the old debt and a-new. note was issued for 861,000 bearing interest at a fixed rate of 8.06% and maturing June 2010. The new
loan is interest only until December 31, 2001. Effective January 1, 2002, monthly principal and interest of $450 will be payable
through matunity. The new. debt is cross-collateralized by Kitsap Mall and Kitsap Place. .

(c) In connection with the acquisition of this property, the Trust assumed $127,000 of collateralized fixed rate notes (the “Notes”). The
Notes bear interest at an average fixed rate of 7.20% and mature in August 2005. The. Notes require the Trust to devosit all cash .
Sfow from the property operations with a trustee to meet its obligations under the Notes. Cash in excess of the reguz’réd amount, as
defined, is released, Included in cash and cash equivalents is 8750 of restricted cash deposited with the trustee at December 31, 2001
and 2000. ‘

(d)  On_July-28, 2000, the Trust placed a $16,125 floating rate note on the property bearing interest ar LIBOR plus 2.25% and maturing
July 2003. At December 31, 2001 and 2000, the total interest rate was 4.38% and 9.0%,. respectively.

(e) . Concurrent with the acquisition of the property, the Trust placed 876,700 of debt and obtained a construction loan for an gdditional
816,000. The entire principal of 816,000 has been drawn on the construction loan.

() On December 1, 2000, the Trust refinanced the debt on this property. The old loan was paid in full and a new note was issued for
877,750 bearing interest at a fixed rate of 7.41% and maruring December 11, 2010. The Trust incurred a loss on early
extinguishment of the old debt in 2000 of $375.

Certain mortgage loan agreements contain a prepayment penalty provision for the early extinguishment of
the debt. ’ : :
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4. Mortgage Notes Payable: (Continued)

Tortal interest costs capitalized for the years ended December 31, 2001, 2000 and 1999 were $1,202, $1,905 .
and $290, respectively.

The fair value of mortgage notes payable at December 31, 2001 and 2000 is estimated to be approximately
$701,624 and $714,084, respectively, based on interest rates for comparable loans. The above debt matures
as follows: ' '

'

Years Ending December 31,

2002 ) : © 8§ 10,555

2003 - 28,111
2004 : , 12,806
2005 ’ 140,905
2006 - : 121,718
2007 and beyond 387,561

$701,656

5. Related Party Transactions:

The Trust engages the Macerich Management Company (the “Management Company”), an affiliate of the
Company, to manage the operations of the Trust.. The Management Company provides property
management, leasing, corporate, redevelopment and acquisitions services to the properties of the Trust. In
consideration of these services, the Management Company receives monthly management fees ranging
from 1.0% to 4.0% of the gross monthly rental revenue of the properties managed. During the years ended
2001 and 2000 and the period ended 1999, the Trust incurred management fees of $4,952, $4,584 and
$2,253, respectively, to the Management Cofnpany.

A mortgage note collateralized by the office component of Redmond, Town Center is held by one of the
Company’s joint venture partners. In connection with this note, interest expense was $5,973, $4,953 and
$2,192 during the years ended December 31, 2001 and 2000 and the period ended 1999, respectively.
Additionally, $0, $386 and $248 of interest costs were capitalized during the ‘years ended December 31, 2001
and 2000 and the period ended 1999, respectively, in relation to this note.
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6. Future Rental Revenues:

Under, existing noncancellable operating lease agreements, tenants are committed to pay the following
minimum rental payments to the Trust: .

2002 o . o ‘ v . . $ 91,785
2003 ' o ' ’ 88,115
2004 : o : 82,609
2005 75,285
2006 , ' 67,386
Thereafter 301,815

' $706,995

7. Redeemable Preferred Stock: ‘

On October 6, 1999, the Trust issued 125 shares of Series A Redeemable Preferred Shares of Beneficial
Interest (“‘Preferred Stock™) for proceeds totaling $500 in a private placement. On October. 26, 1999, the
Trust issued 254 and 246 shares of Preferred Stock to the Corp and Ontario Teachers’, respectively. The

" Preferred Stock can be. redeemed by the Trust at any time with 15 days notice for $4,000 per share plus
accumulated and unpaid dividends and the applicable redemption premium. The Preferred Stock will pay a
semiannual diifidend equal to $300 per share. The Preferred Stock has limited voting rights.

8. Commitments:

The Trust has certain properﬁés subject to noncancellable operating ground leases. The leases expire at
various times through 2069, subject in some cases to options to extend the terms of the lease. Ground rent
expense, net of amounts capitalized, was $1,157, $634 and $905 for the years ended December 31, 2001 and
2000 and the period ended 1999, respectively. '

Minimum future rental payments required under the leases are as follows: °

Years Ending December 31,
2002 ‘ ‘ R $ 1,130
2003 ’ 1,145 -
2004 . 1,145
2005, . 1,145
2006 - ' S 1,145
Thereafter . , 62,984
‘ $ 68,694
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Independent Auditors’ Report

The Partners
SDG Macerich Properties, L.P.:

We have audited the accompanying balance sheets of SDG Macerich Properties, L.P. as of December 31,
2001 and 2000, and the related statements of operations, cash flows, and partners’ equity for each of the
years in the three-year period ended December 31, 2001. In connection with our audits of the financial
statements, we have also audited the related financial statement schedule (Schedule III). These financial
statements and the financial statement schedule are the responsibility of the Partnership’s management. Our
responsibility is to express an opinion on these financial statements and the financial statement schedule
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plari and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of SDG Macerich Properties, L.P. as of December 31, 2001 and 2000, and the results of its
operations and its cash flows for each of the years in the three-year period ended December 31, 2001, in
conformity with accounting principles generally accepted in the United States of America. Also, in our
opinion, the related financial statement schedule (Schedule III), when considered in relation to the basic
financial statements taken as a whole, presents fairly, in all material respects, the information set forth
therein. - ‘ ’

As discussed in Note 2(a) to the financial statements, the Partnership changed its method of accounting for
1
overage rents in 2000. '

KPMG LLP

Indianapolis, Indiana
February 8, 2002

84 MACERICH 2001 Finan;‘eal Statements




SDG MACERICH PROPERTIES, L.P. - AR
Balance Sheets 'b '
As of December 31, 2001 and 2000

(Dollars in thousands)

o 2001 2000
ASSETS: '
Properties:

“Land . : $ 199,962 $ 199,962

~ Building and improvements ) ) - 845,083 7 829,542

Equipment and furnishings ‘ 2,125 1,955

- o ‘ , 1,047,170 . 1,031,459

© ‘Less accumulated depreciation’ . : ) 86,892 62,019

960,278 . 969,440

Cash and cash equivalents ‘ . 9,425 . 7,088
Tenant receivables, including accrued revenue, less allowance for doubtful s .

accounts of $1,043 and $1,648 ‘ 23814 - 20,507

Due from affiliates ‘ - ) ! .97

Deferred financing costs, net of accumulated amortization of $750 and $358 ° S 1,822 ©.2,508

Prepaid real estate taxes and other assets 2,898 = 1,327

— —_— $ 998,288  $1,000,967
LIABILITIES AND PARTNERS’ EQUITY: = ,

' Mortgage notes payable . . . S < $ 636512 $ 639,114
Accounts payable . - . ‘ 9,341 5,945
Due to affiliates ‘ e e ‘ 176 156
Accrued real estate taxes ) ' 15229 15223
Accrued interest expense - ‘ ’ ' 1,575 2,064
Accrued management fee o ‘ " ’ ‘ C432 557
Other liabilities ‘989 681

Total liabilities ~ ' 664,254 663,740
Partners’ equity 33;1,034, 337,227 .

$ 998,288  $1,000,967

See accompanying notes to financial statements. -
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SDG MACERICH PROPERTIES, L.P.
Statements of Operations
Years ended December 31, 2001, 2000 and 1999

(Dollars in thousands)

2001 2000 1999
Revenues: ,
Minimum rents ’ $ 93,628 91,333 88,051
Overage rents . 5,994 . 5,848 6,905
Tenant recoveries 47,814 47,593 47,161
Other ’ T ’ ’ ’ 3,141 2,599 2,382
150,577 147,373 144,499
Expenses:

Property operations 18,740 17,955 18,750
Depreciation of properties . 24,941 23,201 21,451
Real estate taxes 18,339 18,464 . 18,603
Repairs and-maintenance - 9,206 8,577 6,979
Advertising and promotion = - : : : : 6,816 . 6,843 7,481
Management fees 3,964 3,762 3,763
Provision (recoveries) for credit losses, net _ (107) - 1,289 748
Interest on mo‘rtg‘age notes L 37;183 40,477 30,565
Other ) 868 584 768
119,950 121;152 109,108
Income before cumulative effect of a change in accounting principle 30,627 26,221 35,391

Cumulative effect of a change in accounting for derivative instruments in
2001 and overage rents in 2000 (256) - (1,053) -

" Net income $ 30,371 25,168 35,391

See accompanying notes to financial statements.
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SDG MACERICH PROPERTIES, L.P.
Statements of Cash Flows
Years ended December 31, 2001, 2000 and 1999

(Dollars in thousands)

2001 2000 . 1999
Cash flows from operating activities:
Net income ‘ v ‘ v $30,371 = 25,168 35,391
Adjustments to reconcile net income to net cash provided by operating: '
activities: ; ‘ -

- Depreciation of properties 24,941, 23,201 21,451
Amortization of debt premium ' (2,602) (2,451)  (2,303)
Amortization of financing costs ‘ ' 429 358 -
Change in tenant receivables = - (3,307) 192 (121)
Other items . , 2,022 (1,481)  (2,248)

Net cash provided by operating activities 51,854 44,987 52,170

Cash flows from investing activities: o '
Additions to properties - (15,779)  (14,819) (12,394)

Proceeds from sale of land 424 -
Net cash used by investing activities (15,779)  (14,395) (12,394)
Cash flows from financing activities: o '
Payments on mortgage note ' - ’ = (500 -
Proceeds from mortgage notes payable o S - 138,500 - -
Deferred financing costs . : - (2,866) -
Distributions to partners, net of $800 non-cash in 2000 (33,738) (166,970) (40,600)
Net cash provided by financing activities 7 ' {33,738) - (31,836) (40,6‘00)
Net change in cash and cash equivalents ‘ ' 2,337 (1,244) (824)
Cash and cash equivalents at beginrﬂng of year 7,088 8,332 9,156
Cash and cash equivalents at end of year v . - § 9,425 7,088 8,332
Supplemental cash flow information: ' .
Cash payments for interest $ 39,912 42,231 32,868

See accompanying notes to financial statements.
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SDG MACERICH PROPERTIES, L.P.

Statements of Partners' Equity

Years ended December 31, 2001, 2000 and 1999
(Dollars in thousands)

Simon
Property  The Macerich
Group, Inc. -~ Company
affiliates affiliates Total
Percentage ownership interest 50% 50% 100%
Balance at December 31, 1998 $242,519 242,519 485,038
Net income 17,695 17,696 35,391
Distributions (20,300) (20,300) (40,600)
Balance at December 31, 1999 239,914 239,915 479,829
Net income 12,584 12,584 25,168
Distributions (83,885)  (83,885)  (167,770)
Balance at December 31, 2000 168,613 168,614 337,227
Net income - 15,186 15,185 30,371
Other comprehensive income: :
Transition adjustment resulting from adoption of SFAS No. 133 40 40 80
Derivative financial instruments 47 - 47 94
Total comprehensive income 15,273 15,272 30,545
Distributions ’ (16,869) ~ (16,869) (33,738)
Balance at December 31, 2001 334,034

$167,017 167,017

See accompanying notes to financial statements.
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SDG MACERICH PROPERTIES, L.P.
NOTES TO FINANCIAL STATEMENTS
December 31, 2001, 2000 and 1999 . S e

(Dollars in thousands)

(1) General

(a) Partnership Organization

- On December 29, 1997, affiliates of Simon Property Group, Inc: (Simon) and The Macerich Company
(Macerich) formed a limited partnership to acquire and operate a portfolio of 12 regional shopping centers.
SDG Macerich Properties, L.P. (the Partnership) acquired the properties on February 27, 1998.

(b) Properties
Affiliates of Simon and Macerich each manage six of the shopping centers. The shopping centers and their
locations are as follows: :

Simon managed properties:

South Park Mall ) » _ ' ' o ‘Moline, Illinois
~ Valley Mall B ‘ ‘ ' Harrisonburg, Virginia
Granite Run Mall L S . Media, Pennsylvania
Eastland Mall and Convenience Center : R : Evansville; Indiana
Lake Square Mall ‘ L ‘ - Leesburg, Florida
North Park Mall : ' Ny ‘ , Davenport, lowa
Macerich managed properties:
Lindale Mall ) ‘ . } Cedar Rapids, Iowa
Mesa Mall . _ - ~Grand Junction, Colorado
South Ridge Mall . Des Moines, lowa
Empire Mall and Empire East : Sioux Falls, South Dakota
Rushmore Mall ) ‘ Rapid City, South Dakota

Southern Hills Mall Sioux City, Iowa

The shopping center leases generally provide for fixed annual minimum rent, overage rent based on sales,
and reimbursement for certain operating.expenses, including real estate taxes. For leases in effect at
December 31, 2001, fixed minimum rents to be received in each of the next five years and thereafter are,

summarized as follows:

2002 . $ 77,325
2003 . ‘ : . 70,351
2004 S . o 62,521
" 2005 : . » ‘ 51,340
2006 ' ' ) ) , 43,208
‘Thereafter ' ' ’ ‘ 142,974

) $447,719
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SDG MACERICH PROPERTIES, L.P.
NOTES TO FINANCIAL STATEMENTS (Continued)
December 31, 2001, 2000 and 1999

{Dollars in thousands)

(2) Summary of Significant Accounting Policies

(a) Revenues .
All leases are classified as operating leases, and minimum rents are recognized monthly on a straight-line
basis over the terms of the leases.

Most retail tenants are also required to pay overage rents based on sales over a stated base amount during

the lease year, generally ending on January 31. Overage rents are recognized as revenues based on reported

and estimated sales for each tenant through December 31. Differences between estimated and actual
_amounts are recognized in the subsequent year. ‘

During January 2000, the Emerging Issues Task Force addressed certain revenue recognition policies which
required overage rent to be recognized as revenue only when each tenant’s sales exceeded its threshold.
The Partnership previously recognized overage rent before the threshold was met based on tenant sales’
over a prorated base sales amount. The Partnership changed its accounting method effective January 1,
2000 and recorded a loss for the cumulative effect of the change in 2000 of $1,053.

Tenant recoveries for real estate taxes and common area maintenance are adjusted annually based on
actual expenses, and the related revenues are recognized in the year in which the expenses are incurred.
Charges for other operating expenses are billed monthly with periodic adjustments based on' the estimated
utility usage and/or a current price index, and the related revenues are recognized as the amounts are
billed and as adjustments become determinable. '

(b) Cash Equivalents
All highly liquid debt instruments purchased with original maturities of three months or less are considered
to be cash equivalents.

(¢c) Properties :
Properties are recorded at cost and are depreciated using the straight-line method over the estimated useful
lives of the assets as follows: -

Buildings and improvements ) 39 years
Equipment and furnishings 5-7 years
Tenant improvements Initial term of related lease

Improvements and replacements are capitalized when they extend the useful life, increase capacity, or
improve the efficiency of the asset. All repairs and maintenance items are expensed as incurred.

The Partnership assesses whether there has been an impairment in the value of a property by considering
factors such as expected future operating income, trends and prospects, as well as the effects of demand,
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SDG MACERICH PROPERTIES L.P.
NOTES TO FINANCIAL STATEMENTS (Contmued)
December 31, 2001, 2000 and 1999

(Dollars in thousands)

(2) Summary of Significant Accounting Policies (Continued)

competition and other economic factors. Such factors include the tenants’ ability to perform their duties
and pay rent under the terms of the leases. The Partnership would recognize an impairment loss if the
estimated future income stream of a property is not sufficient to recover its investment.  Such a loss would
be the difference between the carrying value and the fair value of a property. Management believes no
impairment in its net carrying values of its properties have occurred. - ‘

(d) Financing Costs .

Financing costs of $2,572 related to the proceeds of mortgage notes issued April 12, 2000 are belng
amortized to interest expense 6ver the remaining life of the notes.

(e) Use of Esttmates

The preparation of financial statements in conformxty with accountmg prmaples generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and diéclqsures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. ,

(P  Income Taxes S
As a partnership, the allocated-share of income or loss for the year is includable in the income tax returns
of the partners; accordingly, income taxes are not reflected in the accompanying financial statements.

(g) Derivative Financial Instruments

The Partnership uses derivative financial instruments in the normal course of business to manage, or
hedge, interest rate risk and records all derivatives_ on the balance sheet at fair value. The Partnership
requires that hedging derivative instruments are effective in reducing the risk exposure that they are
designated to hedge. For derivative instruments associated with the hedge of an anticipated transaction,
hedge effectiveness criteria also require that it be probable that the underlying transaction occurs. Any
instrument that meets these hedging criteria is formally designated as a hedge at the inception of the
derivative contract. When the terms of an underlying transaction are modified resulting in some
ineffectiveness, the portion of the change in the derlvatwe fair value related to ineffectiveness from penod,
to period will be included in net income. If any derivative instrument used for risk management does not
meet the hedging criteria then it is marked-to-market each period, however, the Partnership intends for all
derivative transactions to meet all the hedge criteria-and qualify as hedges.

On an ongoing quarterly basis; the Partership adjusts its balance sheet to reflect the ‘current fair value of
its derivatives. Changes in the fair value of derivatives are recorded each period in income or :
‘comprehensive income, depending on whether the derivative is desxgnated and eﬂ'ectlve as part of a hedged
transaction, and on the type of hedge transaction. To the extent that the change in value of a derivative
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SDG MACERICH PROPERTIES, L.P.
NOTES TO FINANCIAL STATEMENTS (Continuedj _ )
December 31, 2001, 2000 and 1999 ,

(Dollars in thousands)

(2) Summary of Significant Accounting Policies (Continued) .

does not perfectly offset the change in value of the instrument being hedged, the ineffective portion of the
hedge is immediately recognized in income. Over time, the unrealized gains and losses held in accumulated
other comprehensive income will be reclassified to income. This reclassification occurs when the hedged
items are also recognized in income: The Partnership has a policy of only entering into contracts with
major financial institutions based upon their credit ratings and other factors.

To determine the fair values of derivative instruments, the Partnership uses standard market conventions
and techniques such as discounted cash flow analysis, option pricing models, and termination cost at each
balance sheet date. All methods of assessing fair value result.in a general approximation of value, and such
value may never actually be realized. ‘

(3) Mortgage Notes Payable and Fair Value of Financial instruments

In conriection with the acquisition of the properties in 1998, the Partnership assumed $485,000 of mortgage
notes secured by the properties. The notes consist of $300,000 of debt that is due in May 2006 and requires
monthly interest payments at a fixed weighted average rate of 7.41% and $185,000 of debt that is due in
May 2003 and requires monthly interest payments at a variable -weighted average rate (based on LIBOR) of
2.39% and 7.21% at December 31, 2001 and 2000, respectively. The variable rate debt is covered by an
interest cap agreement that effectively prevents the variable rate from exceeding 11.53% (see note 5). In
March 2000, the Partnership made a principal payment of $500 on the variable rate debt in order to obtain
$138,500 of additional mortgage financing,

The fair value assigned to the $300,000 fixed-rate debt at the acquisition date based on an estimated market
interest rate of 6.23% was $322,711, and the resultant debt premium is being amortized to interest expense
over the remaining term of the debt using a level yield method. At December 31, 2001 and 2000, the
unamortized balance of the debt premium was $13,512 and $16,114, respectively.

On April 12, 2000, the Partnership obtained $138,500 of additional mortgage financing which is also secured
by the.properties. The notes consist of $57,100 of debt that requires monthly interest payments at a fixed
weighted average rate of 8.13% and $81,400 of debt that requires monthly interest payments at a vatiable
weighted average rate (based on LIBOR) of 2.27% and 7.08% at December 31, 2001 and 2000, respectively.
All of the hotes mature on May. 15, 2006. The variable rate debt is covered by an interest cap agreement
that effecuvely prevents the variable rate from exceedmg 11.83% (see note 5).

The fair value of the fixed-rate debt of $357,100 at December 31, 2001 and 2000 based on an interest rate
of 6.43% and 6.94%, respectively, is estimated to be $372,100 and $368,892, respectively. The carrying value
of the variable-rate debt of $265,900 and the Partnersmp s other financial instruments are estimated to'
approximate their fair values.

Interest costs of $§195 were capitalized in 2000 as a component of the cost of major development projects.
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SDG MACERICH PROPERTIES, L.P.
NOTES TO FINANCIAL STATEMENTS (Continued)
December 31, 2001, 2000 and 1999 ‘

(Dollars in thousands)

(4) Management Services

Management fees incurred in 2001, 2000 and 1999 totaled $1,973, $1,900 and $1,960; respectively, for the
Simon-managed properties and $1,991, $1,862 and $1,803, respectively, for the Macemch managed
properties, both based on a fee of 4% of gross receipts, as deﬁned

(5) Cumulahve Effect of Accountlng Change .

Effective January 1, 2001, the Partnership adopted SFAS 133, Accounting ﬁ)r Derivative Instruments and
Hedging Activities, as amended in June 2000 by SFAS 138, Accounting for Derivative Instruments and Hedging
Activities. SFAS 133, as.amended, establishes acc‘ouhting and reporting standards for derivative instruments
and requires the Partnership to record on the balance sheet all derivative instruments at fair value and to .
recognize certain non-cash changes in these fair values either in the statement of operations or other
comprehensive income, as appropriate under SFAS 133. SFAS 133 currently 1mpacts the accounting for the
Partnership’s interest rate cap agreements. '

Upon adoption of SFAS 133, the Partnership.recorded the difference between the fair value of the
derivative instruments.and the previoqé cai‘rying amount of its interest rate cap agreements on its balance
sheets in net income, as the cumulative effect of a change in accounting principle in accordance with

APB 20, Accounting Changes. On adoption, the Partnership’s net fair value of derivatives was $80 which was
recorded in other assets. In addition, an expense of $256 was recorded as a cumulatlve effect of accounting
change in the statement of operations.

As of December 31, 2001, the Partnership has recorded derivatives at their fair values of $156 included in
other assets. These derivatives consist of interest rate cap agreements with a total notiorial amount of )
$266,400, with maturity dates ranging form May 2003 to May 2006. The Partnership’s exposure to market
risk due to changes in interest rates relates to the Partnership’s long-term debt obligatio_ixs. Through its risk
management strategy, the Partnership manages exposure to. interest rate market risk by interest rate
protection agreements to effectively cap a portion of variable rate debt. The Partnership’s intent is to offset
gains and losses that occur on the underlying exposures, with gains and losses on the derivative contract
hedging these exposures. The Partnership does not enter into interest rate protectlon agreements for .
speculatxve purposes.

(6) Contingent Liability

The Partnership currently is not involved with any litigation other than routine and administrative
proceedings arising in the ordinary course of business. On the basis of consultation with counsel, -
management believes that these items will not have a matenal adverse 1mpact on the Partnershlp s financial
statements taken as'a whole )
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THE MACERICH COMPANY . '
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
December 31, 2001

(Dollars in thousands) ‘

Schedule ill. Real Estate and Aécumulated.Depréciation (Continued)

Depreciation and amortization of the Company’s investment in buildings and improvements reflected in
the statements of income are calculated over the estimated useful lives of the asset as follows:

Buildings and improvements S : . ‘ o 5-40 years
. Tenant improvements : ‘ ' ‘ life of related lease

Equipment and furnishings ' o , 5-7 years

The changes in total real estate assets for the three years ended December 31, 2001 are as follows:

1999 ) 2000 - 2001
Balance, beginning of year - © o $2,213,125 7 82,174,535 . 82,228,468
Additions : H 224,322 : 53,933 81,506
Disposals and retirements ' (262,912) ' - L (82,141)
Balance, end of year ’ - $2,174,535 - $2,228,468 $2,227,833

The changes in accumulated depreciation and amortization for the three years ended December 31, 2001

are as follows:

1999 2000 2001
Balance, beginning of year ~ $246,280 $243,120 $294,884
Additions 52,592 . - 51,764, . 56,121
Disposals and retirements (55,752) -, - . (10,501)
Balance, end of year $243,120 i $294,884 $340,504

vioe
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PACIFIC PREMIER RETAIL TRUST

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

December 31, 2001

{Dollars in thousands)

Schedule Ill. Real Estate and Accumulated Depreciation (ContinUéd)

Depreciation and amortization of the Trust's investment in buildings and improvements reflected in the
statement of incorhe are calculated over the estimated useful lives of the asset as follows:

Buildings and improvements
Tenant improvements _
Equipment and furnishings

5-39 years
life of related lease
5-7 years

The changes in total real estate assets for the three years ended December 31, 2001 are as follows:

1999 2000 2001

Balance, beginning of year . - $995,045 $1,031,329

Acquisitions $981,218 - -

- Additions . 13,827 36,284 21,119
Disposals and retirements - - ' -

Balance, end of year ‘ : $995,045 $1,031,329 - $1,052,448

The changes in-accumulated depreciation and amortization for the three years ended December 31, 2001

are as follows:

2000 2001

1999
Balance, beginning of year ' - $10,302 $29,845
Additions . $10,302 19,543 . 21,571
Disposals and retirements : - - =
$29,845 $51,416

Balance, end of year © - 810,302
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SDG MACERiCH PROPERTIES, L.P.
NOTES TO CONSOLIDATED FINANCIAL .STATEMENTS (Continued) - S
December 31, 2001 ‘ ‘ ‘

(Dollars in thousands)
o

Schedule Il1. Real Estate and Accumulated Depreciation: (Continued)

Depreciation and amortization of the Partnership’s investment in shopping center properties reflected in the
statement of operations are calculated over the estimated useful lives of the assets as follows:

-Buildings and improvements : : : - 39 years
Tenant improvements , Shorter of lease term or useful life
Equipment and furnishings _ ‘ ' o 5 -7 years

The changes in total shopping center properties for the years ended December 31, 2001, 2000 and 1999 are
as follows:

Balance at December 31, 1998 $1,004,573

Acquisitions in 1999 _ -
~Additions in 1999 12,394
Disposals and retirements in 1999 . o . . (160)
Balance at December 31, 1999 o : ‘ 1,016,807.
Acquisitions in 2000 ' -
Additions in 2000 ' 14,819
. Disposals and retirements in 2000 L : _ (167)
Balance at December 31, 2000 ‘ } i 1,031,459
Acquisitions in 2001 ' ST -
Additions in 2001 : E 15,779
Disposals and retirements in 2001 (68)
. Balance at December 31, 2001 $1,047,170

MACERICH 2001 ‘Financial Statements 99




SDG MACERICH PROPERTIES, L.P.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
December 31, 2001

(Dollars in thousands)

The changes in accumulated depreciation for the years ended December 31, 2001, 2000 and 1999 are as

follows:

Balance at December 31, 1998 $17,383
Additions in 1999 21,451
Disposals and retirements in 1999 (16)
Balance at December 31, 1999 38,818
Additions in 2000 23,201
Disposals and retirements in 2000 -
Balance at December 31, 2000 62,019
Additions in 2001 , 24,941
Disposals and retirements in 2001 (68)
Balance at December 31, 2001 $86,892
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant ‘
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

THE MACERICH COMPANY

By /s/ ARTHUR M. COPPOLA

- Arthur M. Coppola
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature

Capacity

Date

~ .. /s/ ARTHUR M: COPPOLA

Arthur M. Coppola

/s/ MACE SIEGEL

Mace Siegel

/s/ DANA K. ANDERSON

Dana K. Anderson

/s/ EDWARD C. COPPOLA

Edward C. Coppola

/s/ JaAMES COWNIE

James Cownie

" /s/ THEODORE HOCHSTIM .

" Theodore Hochstim

/s/ FREDERICK HUBBELL

Frederick Hubbell -

/s/ STANLEY MOORE

Stanley Moore

President and Chief Executive
Officer And Director

Chairman of the Board
Vice Chairman of the Board
Executive Vice President

Director

- Director

- Director

Director

March 22, 2002

March 22, 2002
March 22, 2002
March 22, 2002
March 22, 200;
March 22, 2002 
March 22, 2002

March 22, 2002
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Capacity " Date

Signature

/s/ WILLIAM SEXTON

William Sexton

/s/ THOMAS E. O’'HERN

Thomas E. O'Hem
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Director March 22, 2002

Executive Vice President, ‘
Treasurer and Chief Financial March 22, 2002

and Accounting Officer
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Sequentially

Exhibit Number 'Desm’pzwn " Numbered Page
3.1* Articles of Amendment and Restatement of the Company ' ‘
3.1.1** Articles Supplementary of the Company ' ‘

3.1.2%* Articles Supplementary of the Company (Series A Preferred Stock)

3.1.37%% Articles Supplementary of the Company (Series B Preferred Stock)

3.LAHHH Articles Supplementary of the Company (Series C junior
Participating Preferred Stock)

320w Amended and Restated Bylaws of the Company

41w Form of Common Stock Certificate

E ¥ Addaidotd Form of Preferred Stock Certificate (Seﬁes A Preferred Stock)

4.2.1#H## Form of Preferred Stock Certlﬁcate (Series B Preferred Stock)

4.2, 2% %> Form of Preferred Stock Certificate (Series C Junior Part1c1pat1ng

4'3*******

‘ 4'4*****
10 l Ao Aok Ak
10.1.1%*****
10.1.2%%%kx%
16. 1,37%kkxk

10,1 4%%*0r

10.1.58##

10.1.68##

10.1.7##HBHHEH,

10-2********

10,2, X wxros

10.2.2******

10.3******

Preferred Stock)

Indenture for Convertible Subordmated Debenrures dated june 27,
1997

Agreement dated as of November 10, 1998 between .rhe Comprany
and First Chicago Trust: Company of New York, as Rights Agent

Amended and Restated Limited Partnership Agreement for the
Operating Partnershlp dated as of March 16, 1994

Amendment to Amended and Restated Limited Partnershlps
Agreement for the Operating Partnership dated June 27, 1997

Amendment to Amended and Restated Limited Partnership
Agreement for the Operating Partnership dated November 16, 1997

Fourth Amendment to Amended and Restated Limited Partnership
Agreement for the Operating Partnership dated February 25, 1998

Fifth Amendment to Amended and Restated Limited Partnership
Agreement for the Operating Partnership dated February 26, 1998

Sixrh Amendment to Amended and Restated Limited Parrtnership‘
Agreement for the Operating Partnership dated June 17, 1998 °

Seventh Amendment to Amended and Restated Limited Partnership
Agreement for the Operatmg Partnership dated December 31, 1999

Eighth Amendment to Amended and Restated L1m1ted Partnership
Agreement for the Operating Partnership dated November 9, 2000.

-Employment Agreement between the Company and Mace S1egel

dated as of March 16, 1994
List of Omitted Employment Agreements

Employment Agreement between Macerich Management Company
and Larry Sidwell dated as of February 11, 1997

The Macerich Company Amended and Restated 1994 Incentive Plan
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Sequentially

‘Exhibit Number Description  Numbered Page
10.4# The Macerich Company 1994 Eligible Directors™ Stock Option Plan
10.5#% The Macerich Company Deferred Comﬁensatibn Plan
10.6# The Macerich Company .Deferred. Compensation Plan for Mall
Executives
L0.7HBHHAH The Macerich Company Eligible Directors” Deferred Compensation

10.8********

10.9##H#H

10.1 0********
10.1 1********

10. 12*******
10 1 3****‘***

10. 14*******

10.1 5********

10. 16******
10. 17******

10.18******

10-18-1******

10.198H#

10. 2084 #

10.21***‘*****

1021' 1********

- Plan/Phantom Stock Plan (as amended and restated as of June 30,

2000) . ‘
The Macerich Company Executive Officer Salary. Deferral Plan

1999 Cash Bonus/Restricted Stock Program and Stock Unit Program
under the Amended and Restated 1994 Incentive Plan (including the
forms of the Award Agreements)

Registration Rights Agreement, dated as of March 16, 1994, between
the Company and The Northwestern Mutual Life Insurance
Company

Registration Rights Agreement, dated as of March 16, 1994, among
the Company and Mace Siegel, Dana K. Anderson, Arthur M.
Coppola and Edward C. Coppola

Registration Rights Agreement, dated as of March 16, 1994, among
the Company, Richard M. Cohen and MRII Associates

Registration Rights Agreement dated as of June 27, 1997

Registration Rights Agreement dated as of Fébruary 25, 1998
between the Company and Security Capital Preferred Growth

Incorporated
Incidental Registration Rights Agreement dated March 16, 1994
Incidental Registration Rights Agreement dated as of July 21, 1994
incidental Registration Rights Agreement dated as of August 15, 1995

Incidental Registration Rights Agreement dated as of December 21,
1995

List of Incidental/Demand Registration Rights Agreements, Election
Forms, Accredited/ Non-Accrgdited Investors Certificates and Investor
Certificates

Registration Rights Agreement dated as of June 17, 1998 between
the Company and the Ontario Teachers” Pension Plan Board

‘Redemption, Registration Rights and Lock-Up Agreement dated as of

July 24, 1998 berween the Company and Harry S. Newman, jr. and
LeRoy H. Brettin ’

Indemnification Agreement, dated as of March 16, 1994, between the
Company and Mace Siegel

List of Omitted Indemnification Agreements
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Exhibit Number

Sequentially
Description  Numbered Page

10.22*

10.23********

10.24*
10.25******
10.25. 1%%%%x

10.26******

10.26, 1% % **x
10.27F*RARR ‘

10.28##
10‘29*****'*
10 304 H#####

10.31##HHHH

1032/ H#HHH#H
10.35####### ‘
10345 REHHHH
10 35##H##H# S
1036k
037

10.38########

Partnership Agreément for Macench Northwestern Associates, dated
as of January 17, 1985, between Macerich Walnut Creek Associates
and the Northwestern Mutual Life Insurance Company

First Amendment to Macerich Northwestern Associates Partnership
Agreement between Operating Partnershlp and the Northwestern

‘Mutual Life Insurarce’ Company

Agreement of Lease (Crossroads- BOulder); dated December 31, 1960,
between H.R. Hindry, as lessor, and Gerri Von Frellick, as lessee,
with amendments and supplements thereto

Secured Full Recourse Promissory Note dated November 17, 1997
Due November 16, 2007 made by Edward C Coppola to the order -
of the Company

List of Omitted Secured Full Recourse Notes

Stock Pledge Agreement dated as of November 17, 1997 made by
Edward C..Coppola for the benefit of the Company

List of omltted Stock Pledge Agreement

Promlssory Note dated as of May 2, 1997 made by Dav1d] Contis
to the order of Macerich Management Company

Purchase and Sale Agreement between the Equitable Life Assurance ‘
Society of the United States and S.M. Portfolio Partners

. Partnership Agreement of S.M. Portfolio Ltd. Partnership

Second Amended and Restated Credit and Guaranty Agreement,
dated as of March 22, 2001, between the Operating Partnership, the
Company and Wells Fargo Bank, National Association N

Secured full recourse promissory note dated November 30, 1999 due ‘
November 29, 2009 made by Arthur M. Coppola to the order of the

.Company

Stock Pledge Agreement dated as of November 30, 1999 made by
Arthur M. Coppola for the benefit of the Company

The Macerich Company 2000 Incentive Plan effective as of
November 9, 2000 (including 2000 Cash Bonus/Restricted Stock
Program and Stock Unit Program and Award Agreements)

Form of Stock Option Agreements under the 2000 Incentive Plan

Option/Unrestricted Share Exchange Agreement Dated as of
March 31, 2001 between the Company and David J. Contis

Option/Stock Unit Exchange Agreement Dated as of March 31, 2001
between the Company and Larry E. Sidwell

Amendments to the Amended and Restated 1994 Incentive Plan
~ dated as of March 31, 2001 ‘

Amendments to the 2000 Incentive Plan dated March 31, 2001
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C Sequentially
Exhibit Number Description  Numbered Page

10.39 Management Continuity Agreement dated March 15, 2002 between
David Contis and the Company :

10.40 List of Omitted Management Continuity Agreements

211 List of Subsidiaries

23.1 Consent of Independent Accountants (PricewaterhouseCooperé LLP)

23.2 Consent of Independent Auditors (KPMG LLP)

* Previously filed as an exhibit to the Company’s Registration Statement on Form S-11, as amended (No. 33-65964), and
incorporated herein by reference. :

** Previously filed as an exhibit to the Company’s Curvent Report on Form 8-K, event date May 30, 1995, and incorporated

herein by reference.

¥+ Previpusly filed as an exhibit to the Company’s Current Report on Form 8-K, event date February 25, 1998, and

incorporated herezn by reference.

**** Previously filed as an exhibit to the Campanys Current Report on Form 8-K, event date June 17, 1998, and zncm;mmted
herein by reference.

*orrx Previously filed as an exhibit to the Company’s C'um’nt prart on Form 8-K, event date November 10, 1998, as amended,

and incorporated herein by reference.

oo Previously filed as an exhibit to the Company’s Annual Report on Form 10-K Jor the year ended December 31, 1997, and
incorporated herein by reference. )

et Previously filed as an exhibit to the Company’s Current Report on Form 8-K, event date June 20, 1997, and incorporated
herein by reference. ’ '

wrxxwxxx Previously filed as an exhibit to the Company’s Annual Report an Form 10-K for the year endfd December 31, 1996, and
incorporated herein by reference.

# Previously ﬁlcd as an exhibit to the C'ampany.r Quarterly Report on Form 10-Q for the quarter ended June 30, 1994, and
mcmpomted herein by reference.

## Previously filed as an exhibit to the Company’s Current Report on Form 8-K, event date February 27, 1998, and
incorporated herein by reference.

### Previously filed as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 1998, and
incorporated herein by reference.,

#it## Previously filed as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1999,
and incorporated herein by reference.

##tit## Previously filed as an exhibit to the Company’s Quarterly Report o Form 1 0-Q for the quarter ended September 30, 2000,
and tncorporated herein by reference.

#ABHIH Previously filed as an exhibit to the Company’s Annual Repoﬂ on Form 10-K for the year ended December 31, 1999, and
tncorporated herein by reference.

H##HHEY Previously filed as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000, and
incorporated heretn by reference

#HH RS Previously filed as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quam’r ended june 30, 2001, and
incorporated herein by reference
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Exhibit 21.1

LIST OF SUBSIDIARIES

THE MACERICH PARTNERSHIP, L.P., a Delaware limited partnership
KITSAPARTY, a Washiﬁgton non-profit corporation

LAKEWOOD MALL BUSINESS COMPANY, a‘DeIawaré business trust

MACERICH BRISTOL ASSOCMTES, a California .general pértnersﬁip

MACERICH BUENAVENTURA LIMITED PARTNERSHIP, a California limited partnershif)
MACERICH BUENAVENTURA GP CORP., a Delaware corporation

MACERICH CARMEL GP CORP,, a Delawz;re corporation -

MACERICH CARMEL LIMITED ‘PARTNERSHIP, a California limited panner;hip
MACERICH CERRITOS ADJACENT, LLC, a Delaware limited liability éomp’a-ny'
MACERICH CERRITOS, LLC, a Delaware limited liability company -

MACERICH CERRITOS MALL CORP., a Delaware corporation

MACERiCH CITADEL‘ LIMITED PARTNERSHIP, a California limited partnership
MACERICH CITADEL GP CORP., a Delaware corporation

MACERICH CM VILLAGE GP CORP., a Delaware corporation

MACERICH CM VILLAGE LIMITED PARTNERSHIP, a California. limited partnership
MACERICH EQ LIMITED PARTNERSHIP, a California limited partnership
MACERICH EQ GP CORP., a Delaware corporation

MACERICH FARGO ASSOCIATES, a Califomi; general partnership

MACERICH FAYETTEVILLE GP CORP., a Delaware corporation

MACERICH FAYETTEVILLE LIMITED PARTNEgSHIP, a California li;nitecl, pa;rtnership

MACERICH FRESNO LIMITED PARTNERSHIP, a California limited partriership
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MACERICH FRF;SNO GP CORP., a Delaware corporation |

MACERICH GREAT FALLS LIMITED PARTNERSHIP, a California limited partnership
MACERICH GREAT FALLS GP‘CORP., a Delaware corporation

MACERICH GREELEY ASSOCIATES, a California general partnership

MACERICH LAKEWOOD, LLC, a Delaware limited liability company

MACERICH LUBBOCK GP CORP,, a Delaware corporation

MACERICH LUBBOCK LIMITED PARTNERSI—HP, a California limited partnership
MACERICH MANAGEMENT COMPANY, a California corporation

MACERICH MANHATTAN LIMITED PARTNERSHIP, a California limited partnership
MACERICH MANHATTAN GP CORP,, a Delaware corporation

MACERICH MANHATTAN MANAGEMENT COMPANY, a California corporation
MACEP;ICH MARINA LIMITED PARTNERSHIP, a California limited p}artnership
MACERICH MARINA GP CORP., a Delaware corporation |
MACERICH MERCHANTWIRED LLC, a Delaware limited liability company
MACERICH NORTHWESTERN ASSOCIATES, a California general partnership
MACERICH OKLAHOMA LIMITED PARTNERSHIP, a California limited partnership
MACERICH OKLAHOMA GP CORP., a Delaware corporafion

MACERICH OXNARD, LLC, a Delaware limited liability company

MACERICH PACIFIC VIEW ADJACENT, LLC, a Delaware limited liability company
MACERICH PACIFIC VIEW LEASEHOLD, LLC, a Delaware limited liability company
MACERICH PPR CORP., a Maryland corporation

MACERICH PROPERTY EQ GP CORP., a Delaware corporation

MACERICH PROPERTY MANAG]éMENT COMPANY, LLC, a Delaware limited liability company

* MACERICH QUEENS ADJACENT GUARANTOR GP CORP., a Delaware corporation
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MACERICH QUEENS LIMITED PARTNﬁRSHIP, a California limited vpartnership
MACERICH QUEENS EXPANSION, LLC, a Delaware limited liability company

MACERICH QUEENS GP CORP,, a D;Iaware corporation

MACERICH RIMROCK GP CORP., a Delaware corporation

MACERICH RIMROCK LIMITED PARTNERSHIP, ; California hrﬁited partnership
MACERICH SCG FUNDING GP CORP., a Delaware corporation

MACERICH SCG FUNDING LIMITED PARTNERSHIP, a California limited partnership
MACERICH SCG GP CORP a Délaware corporation

MACERICH SCG HOLDINGS LIMITED PARTNERSHIP, a California limited partnership

' MACERICH SCG LIMITE‘D_ PARTNERSHIP; a California limited partnership

MACERICH SANTA MONICA LLC, a Delaware limited Hability company

MACERICH SANTA MONICA PLACE CORP,, a‘DelaW-are-- corporation

MACERICH SASSAFRAS GP CORP., a Delaware corporation

MACERICH SASSAFRAS LiMITED 'PARTNE‘RSHIP;%‘a California’ limited partner‘s‘hip '
MACERICI—I SOUTH TOWNE GP CORP., a ‘Delaware.cofporation |

MACERICH SOUTH TOWNE LIMITED PAiK’I"NERSHIP, a éalifqrnia limited partnershi[;
MACERICH ST MARKETPLACE GP CORP.; a. Delawaf; c'brpo?arion‘ |
MACERICH ST MARKETPI;ACE LIMITED PARTNERSHIP, a Califorria limited partnership
MACERICH STQNEWOOD CORP., a Délawar’e "corpora_tiori . |
MACERICH STONEWOQOOD LLC, a Delaware limited liability company " - -

MACERICH VAILLE? VIEW ADJACENT.GP CORP., 2 pél;w;;e 'c.oi‘pora_tion‘ '

- MACERICH VALLEY VIﬁW AD]A(_;,E{\TT I;IMI"I;EDHSPA‘RTNERSHVIP;a California limited partpership
MACERICH VALLEY VIEW GP CORP,, a D‘élaware.corporation . |

MACERICH VALLEY VIEW LIMITED-PARTNERSHIP, 2 California limited partnership
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MACERICH VINTAGE FAIRE GP CORP., a Delaware corpovrati:on‘

MACERICH VINTAGE FAIRE LIMITED PARTNERSHIP, a California limited partnership
MACERICH WESTSIDE ADJACENT GP CORP,, a Delaware corp;)ration y
MACERICH WESTSIDE ADJACENT LIMITED PARTNERSHIP, a Cali.fornia limited partnership
MACERICH WESTSIDE GP CORP., a Delaware: corporation S
MACERICH WESTSIDE LIMITED PARTNERSHIP, a California limited partnership
MANHATTAN VILLAGE, LLC, a California limited 'habﬂity company
NORTHGATE MALL ASSOCIATES, a California general partnership

NORTH VALLEY PLAZA ASSOCIATES, a California general partnership

PACIFIC PREMIER RETAIL TRUST, a Maryland real estate investment trust v
PANORAMA CITY ASSOCIATES, a California genéral partnership

PPR ALBANY PLAZA LLC, a Delaware limited liability company

PPR CASCADE LLC, a Delaware limited liability company

PPR CREEKSIDE CROSSING LLC, .a Delaware limited liability compény

PPR CROSS COURT LLC, a Delaware limited liability company

PPR EASTLAND PLAZA LLC, a Delaware limited. liabi_]ity'cqmpany

PPR KITSAP MALL LLC, a Delaware lim‘itedv liability coméany )

PPR KITSAP PLACE LLC, a Delaware limited liability company

PPR LAKEWOOD AD_]ACENT, LLC, a Delaware limited liability. company

PPR NORTH POINT .LLC, a Delaware limited liability‘ company -

PPR REDMOND OFFICE LLC, a Delaware limited liability comé‘any c

PPR REDMOND RETAIL LLC, a Delaware limited liability compal‘l'y*-'

PPR SQUARE TOO LLC, a Delaware limited liability cor;1pany

PPR WASHINGTON SQUARE LLC, a Delaware limited liability company
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PPRT LAKEWOOD MALL CORP,, a Delaware corporation

SOUTHRIDGE ADJACENT LLé, a Delaware limited liability compaﬁy

SDG MACERICH PROPERTIES,’ L.P, a Delaware limited partnersl,hip"

SM POR”I:FOLIO LIMITED PARTNERSI—IIP, a Delawar¢ limite:_d partnership ,

WEST ACRES DEVELOPMENT, LLP, a North Dakota limited liability partnership
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Exhibit 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference in the registration statements of The Macerich Company on
Form $-3 (File No. 333-21157), Form S-3 (File No. 333-38721), Form S-3 (File No. 333-80129) and Form $-8
* of our reports dated February 13, 2002, on our audits of the consolidated financial statements and financial
statement schedule of The Macerich Company as of December 31, 2001 and 2000 and for the three years
ended December 31, 2001 and of Pacific Premier Retail Trust as of December 31, 2001 and 2000 and for
the years ended December 31, 2001 and 2000 and for the period from February 18, 1999 (Inception) to
December 31, 1999, which appear in this Annual Report on Form 10-K. Our report refers to the adoption
of Statement of Financial Accounting Standard No. 133 and Staff Accounting Bulletin 101.

PricewaterhouseCoopers LLP

Los Angeles, California
March 22, 2002

112 MACERICH 2001 Financia! Statements




Exhibit 23.2

_ : i
CONSENT OF INDEPENDENT AUDITORS

The Partners

SDG Macerich Properties, L.P.
and :

The Macerich Company

We consent to the incorporation by reference in the registration statements of The Macerich Company on
Form S-3 (File No. 333-21157), Form §-3 (File No. 333-38721) Form S-3 (File No. 333-80129) and Form S-8
of our report dated February 8, 2002, relating to the balance sheets of SDG Macerich Properties, L.P. as of
December 31, 2001 and 2000, and the related consolidated statements of operations, cash flows, and
partners’ equity for each of the years in the three- year period ended December 31, 2001, and the related "
schedule, which report appears in the December 31, 2001 Annual Report on Form 10-K of The Macerich
Company. Our report refers to a change in the method of accounting for overage rents in 2000.

KPMG LLP

Indianapolis, Indiana
March 22, 2002
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